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Tuesday, 
September 16, 1958, 


---On resuming at 10.00 a.m. 


Submission of 


ONTARIO FEDERATION OF LABOUR, C. L. C,. 


Appearances: 


Mo, DD, fF. Hamilton Secretary-Treasurer 
Mr. Gordon Milling Research Director 
Mr, George Barlow Canadian Director, 


Retail-Wholesale 
Department Store Union 


Mr. Gordon Reekie Representative, 
Retail-Wholesale 
Department Store Union 


Mr, George Spaxman Representative, 
Retail-Wholesale 
Department Store Union 


Mr. Thomas Sheldon Amalgamated Meat Cutters 
Union 

Mr. William Falls Amalgamated Meat Cutters 
Union 

Mr, Jack Robinson Research Director, 


Teamsters Union 


Mr. John Langlet Packing House Workers 


THE CHAIRMAN: If you will come to order, 
we will open the hearings this morning, and we are 


to have the presentation from the Ontario Federation 
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ANGUS, STONEHOUSE 8 CO. LTD. 2iik 
of Labour, and the brief will be presented by 
Mr. D. F. Hamilton, Secretary-Treasurer, and he 
has with him Mr. Gordon Milling, a research 
director, and a number of other gentlemen who 
later on, during the questioning, will be able 
to take part, 

We appreciate the interests of organized 
labour in the problem we have before us, If you 
would like to read your brief now, we will proceed. 

MR, HAMILTON: Just by way of a preliminary, 
Mr, Chairman and members of the Commission, I will 
read the brief but with the understanding that I 
will skip over the charts and tables as having been 
read, because they are quite detailed and cumber- 
Some as far as reading is concerned, and, there- 
fore, we can go back later and Mr. Milling or I 
will answer questions arising out of the tables, 
after we have finished reading the brief. 

We requested this opportunity of appearing 
before the Commission in order to comment on the 
Significance of labour costs and productivity in 
the determination of food prices. Needless to 
say, our 500,000 memters and their families have 
an interest in the work of this Commission that 
goes far beyond the rather limited scope of our 
submission, Most of them this week will spend 
twenty, thirty or perhaps fifty per cent of their 
take-home pay on food products. Price changes 
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take-home pay on food products. Price changes 

of food products as a result have a day-by-day 
impact on the living standards, and even health, 

of industrial workers. Their questions about price 
spreads or price increases can be answered only by 
the all-embracing type of inquiry with which this 
Commission has been charged, Our own contribution 
is necessarily restricted by our organizational 
interests, which lie mainly in the field of collec- 
tive bargaining. In relation to the subject of 
your investigation therefore, our observations 

will deal chiefly with productivity and wages. 

The Ontario Federation of Labour numbers 
among its affiliates, unions in food processing 
(meat packing, grain milling, canning, baking, 
dairies, etc.); wholesale trade, retail (mainly 
chain stores and bread and milk delivery) and 
transportation. The degree of unionization is not 
uniform, however, among the various branches mentioned, 
nor has it developed at the same rate in all sections 
of the industry or in all localities. On the 
average, as we Shall show, wages tend to lag well 
behind those prevailing in the industrial community, 
reflecting in part the slower acceptance of collec- 
tive bargaining by this group of employers. 

For the most part union organization has 
been so recent in the food and allied industries 


that a chronology of union wage rates over a long 
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period would not be too helpful. W have had to 
rely to a large extent on wage rate surveys published 
by the Department of Labour and earnings data com- 
piled by the Dominion Bureau of Statistics. 

Several current union agreements are cited as 
illustrations, and other members of our delegation 
may be able to enlarge on these if desired. We 

have filed with the Commission this morning the 

data about this matter. 

Before closing these introductory remarks, 
we wish to express our appreciation to the Commission 
for making provision in its very full schedule 
to hear our presentation. If it would be of assis- 
tance to the Commission, we would be happy to 
collect and forward such additional material as we 
may be able to obtain on the subjects discussed 
Here, We are of course aware that some of the 
considerable omissions from this brief may be 
covered by labour organizations which have appeared 
before you or will appear at later dates. 

Productivity and Wages - We recognize that 
any examination of price levels and price spreads 
must take into account a variety of factors whose 
interaction exerts upward or downward pressure on 
prices, Of all these factors, wages are perhaps 
the most talked-about and therefore the most readily 
blamed for price increases or widening price spreads. 


Not only is the public aware of wage changes through 
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personal experience and that of friends, but it is 
exposed to a great deal of wage information in the 
news and editorial columns of the daily press. 

Public knowledge of wage changes unfortunately 
is not matched by an understanding or even aware- 
ness of other factors that may be equally or more 
decisive in establishing price levels. Market 
conditions for raw materials and finished products 
are not readily understood even by those most 
directly affected. Operational and financial 
policies of management are an even greater mystery. 

Current public discussion of price changes 
is therefore characterized by a preoccupation with 
labour costs and a tacit assumption that the other 
factors will look after themselves. In the absence 
of complete information, the other side of the 
story is not often told: ‘and when it is told it 
turns out to be fairly complex for the obvious 
reason that it deals with a complex process, 
Explanations that place wages and prices in a 
direct cause-and-effect relationship have the over- 
whelming advantage of simplicity. 

It is not surprising therefore, that the 
concept of productivity should have become some- 
what more of a football than a scientific tool in 
the wage-price controversy. Perhaps "boomerang" 
would be a more accurate figure of speech, since 


any resistance to wage increases on the basis of 
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lagging productivity can lead to considerable 
embarrassment when productivity surges ahead. The 
truth is, that while productivity indexes might 
prove useful as long-term criteria of industrial 
efficiency and of "fair" returns to the factors 
of production, they would not lend themselves to 
the making of formulas for short-run business 
decisions. Nor could they be expected to de- 
termine an equitable distribution of the proceeds 
of industry if they were based on a period when 
the distribution was inequitable to begin with. 

Basically of course, we must face the 
fact that no authoritative measurements of produc- 
tivity are available for industries or groups of 
industries, although the federal Government and 
some university researchers are known to be work- 
ing on the problem. Company productivity data 
are not published for obvious reasons; nor are 
they revealed to trade union negotiators, for less 
obvious reasons. 

We trust that the Commission will be 
successful in obtaining reliable measurements of 
productivity in the several sections of the food 
industry, and in relating these to the main issues 
of the innuary.. We regret that our own contri- 
bution must necessarily be both tentative and 


limited in scope. 
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The Food and Beverage Industry - The 
wage picture in the food and beverage industry as a 
whole may help to place wage issues in their proper 
perspective and make possible some observations on 
the relationship of productivity to labour costs, 

It should be pointed out that the Standard 
Industrial Classification places in this general 
category several industries that are not included 
in the terms of reference of the Commission: the 
feeds industry, carbonated beverages, distilling, 
brewing and wines. since the sources of average 
earnings data provide breakdowns for only four out 
of the remaining twelve sub-groups (three out of 
eleven in Ontario), it was thought that data for 
the main group might at least indicate the status 
of those industries for which separate data were 
not available. 

In the following table we have listed 41 
manufacturing industries including main groups as 
well as sub-groups for purposes of comparison. 

Two ranks are compared, one for 1946 and one for 
1956, in order of average hourly earnings. 
Industries in the food and beverage group are under- 
lined and connecting lines drawn to show more 
clearly the changes in rank over the ten-year 
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This table calls for little additional 
explanation. It is quite clear that neither the 
food and beverages group, nor its component 
industries, are meeting the "going wage" in 
manufacturing. Taken aS a whole, the group de- 
clined in its relative position between 1946 and 
1956. Except for distilling, the sub-groups 
also dropped in the ranking. In both years only 
one of the food industries ~- meat products - 
ranked above the manufacturing average (70.0 in 
1946 and 151.5 Hn 12956), Baking and canning 

| Slipped even closer to the bottom of the list. 

Ranking of industries by average weekly 
wages gives very nearly the same result for the 
two years shown, and has therefore been omitted. 
Similarly, ranking of industry averages for Ontario 
finds the food group in much the same relative 
position. 

Using the same data and comparing the 
ten-year increases with those in manufacturing 
generally, we find further evidence that food 
industry workers have not made appreciable progress 
toward narrowing the wage gap. The following 


table shows these relative increases: 
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TABLE 2 Average Hourly Earnings and Weekly Wages, 
1946 - 1956; Manufacturing and Foods 


(Canada ) 


Average Hourly Earnings Average Weekly Wages 
percent percent 


1946 1956 Increase 1946 1956 Increase 


Manufacturing 10;0 LES LLG QU) BS BRALES fey, 8700 5 
Durable goods 76, 4 Toa s2 LES OAKSOR TONG ee.) SLOSS 
Non-durables Gare 138.6 12> Shilo Wears: 408.6 


Food & beverages 62.5 L302 UOS P37 926.50 aves 100.9 
Meat products Tee9 Lee, 9 LS, USS Ty ae Peo ry Sia 


Canned & preserved 
fruits & vegetables 53.8 110.4 TORO "SO.06 2o7Ge 107.4 


erain Mili products 66.1 143.1 16.5, 30.08 60.30). LOO. 
Berod paver prod. ibs. f odicws Vie. Sasol 51/34 713.6 


Source: D.B.S, Review of Man-Hours and Hourly Earnings, 1946 - 1956, 


Because of variations in the standard work 
week, weekly wage comparisons show a pattern slightly 
different from those of hourly earnings. This table 
Shows, however, that the rate of gain in food and 
beverages was much the same, or in some cases slightly 
below, the percentage gains for manufacturing. As 
we have seen in Table 1, the net result is a relative 
decline in the position of the food industries. 

Why these industries should have remained 
among the lower paid groups is a question that we 
shall not attempt to answer in all its aspects. It 


may be that the proportion of unskilled workers is 
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averages may be influenced to some extent by the 
prevalance (as in canning) of part-time and 
seasonal employment. (See Appendix "C" of original 
brief). 

There is no evidence that any significant 
section of the industry could be described as 
"depressed", While we are not armed with analysis 
of the financial histories of the many companies 
whose statements are published our numerous 
contacts with that type of material have invariably 
Shown the firms to be soundly, even conservatively, 
financed; and consistently profitable at least in 
recent years. It is true that the reduction in 
total establishments in food and beverages from a 
high of 9,393 in 1934 to 8,862 in 1946 and 8,134 
in 1955 suggests a less prosperous industry than 
our own experience would indicate. Much of this 
reduction, however, is atrributable to the wide- 
spread rationalization that has been evident in 
many fields. That 531 establishments should 
disappear during le depression and war years and 
723 over a 9-year boom period does not necessarily 
betray any long-term weakness in the industry. 
There are now a smaller number of firms sharing a 
market that has grown in value from just over §2 
bliltoniin. 1946. to 63.6 billion in 1955 end continves 


higher; more women and youths employed; or the 
to grow at least in proportion to the rate of populatio 
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growth. (Industry data from D.B.S. General Review of 
Foods and Beverages, 1955). 

Lacking any official measurements of 
productivity, we have no means of determining how 
efficiently the food industries are meeting the 
demands of this expanding market. Rationaliza- 
tion of the industry is certain to be accompanied 
by the growth of larger-scale production units, 
and these new units will be able to take advantage of 
highly efficient equipment and methods. This de- 
velopment has been evident, for instance, in dairies, 
whose innovations in processing have been comple- 
mented by the introduction of bulk storage and the 
collection of milk by tank trucks. Mechanization 
and improved methods have not come to all sections 
of the food industry at the same rate or the same 
time, however. Moreover, some Savings achieved by 
improved techniques may have been partially off- 
set by the adoption of more elaborate packaging, 
Specialty products and other devices designed to 
appeal to the consumer. 

4 rough measurement of productivity changes 
can be obtained from industry statistics in terms 
of value added by manufacture and man-hours paid 
Lor; Since the published statistics have been 
affected by changes in the method of reporting, we 
have examined only the data for the last five years, 


1951 to 1955 (the last year available). The indexes, 
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calculations for which are set out in Appendix "aA" 
are as follows: 


TABLE 3 Value added by manufacture per paid man-hour 
Foods and Beverages, Canada, 1951 to 1955 


Man-Hours 

Index Index Value added pew Percent 

Value added (1951:100) (1951:100) Man~-Hour (Index ) Change 
1951 $ 985,241,000 100.0 100.0 100.0 
1952 1,091,944,000 iy epde! 99.5 uh ie 
1953 =—-1,146,474,000 Tue ee 99.7 116.8 
2954 1,181,648,000 119.9 99.8 120.1 
P95) yey. 055,000 Ley so 100.8 126,6 
Percent change 1951-55 ff 27.6 Oro £26.6 


During the same period, average hourly 
earnings showed the following increases: 

1951 = 99.2 

1952 - 109.8 (A 10.64) 


i 


ee (ee 2% ) 
120.6 (4 4.4%) 


see: 
1954 


1955 - 124.7 (4 3.4%) 

Increase, 1951-55 : 25.6% 

For a more precise comparison of value 
addea per man-hour and average earnings, both 
should be expressed in "real" terms by adjusting 
for price increases, Since no price deflator 
was available for factory prices (i.e., a composite 


wholesale price index for food products), we have 
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deft both in terms of current dollars, Even if the 
figures were deflated, however, it is not likely 
that the relation of earnings and output would be 
greatly different from that shown here, 

Allowing for that discrepancy, it would 
Still be seen that the indicated trend in earnings 
is matched by an increase in productivity. It 
is also interesting that an increase of 27.6 per 
cent in value added by manufacture was achieved 
with an almost negligible change in man-hours 
paid for. 

Despite the increase in output and the 
equivalent improvement in earnings, however, workers 
in this industry did not improve their wage status 
in relation to the manufacturing average. 

Assuming that our estimete of productivity 
trends is reasonably accurate, it does not of 
course follow that wage increases ate up the en- 
tire productivity increase. Wage increases in 
fact place a demand on productivity improvements 
only in proportion to the ratio of wages to sales. 
The remainder,usually the major share, is available 
to the other factors of production on a similar 
basis. 

Bread and Bakery Products (Ontario) - As 
a further illustration of wage and productivity 
relationships we have made use of statistics for 


the bread and other bakery products industry in 
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Ontario. 
The same productivity measurement (see 
Appendix "A" of the original brief) provides the 


following comparison with average earnings: 


TABLE 4 Value added by manufacture per paid man- 


hour Bread and Other Bakery Products, 
Ontario, 1952 - 1956 


Value added 
index Man-Hours Per Man-Hour Percent 


Value added (1952:100) (Index ) (Index) « Change 


1952 $ 
1953 
1954 
1955 
1956 


Percent 


Average 


{ 


1952 
1953 - 
1954 - 
1955 - 
R956 - 


55 ro 3) 230 100.0 100,0 100.0 
59,924,269 DOT Lone 104.6 f 4.6 
60,407, 009 106 '.'7 TOUS 107.0 f 2.2 
62,225,923 Vine Loses 10373 Pree 
Oanees, 934 Uisce LO5<1 108.3 f 0.1 
change 1952-56 £ 13.8 Poe: 
Earnings: 

97.4 

100.8 

105.3 Per cent change 1952-1956 - /£ 18.7 

La 

115.6 


Here we see an example of wage increases 


apparently running ahead of productivity, at least 


during the period reviewed, 


Again, however, 


the 


final wage figure is still far below average and 


at least as far below as it was at the beginning of 


the period. 


cation for wage increases, 


If productivity were the sole justifi- 


those workers would have 
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sufteredianm even greater injustice. 

On the other hand, the available data for 
this industry offer a means of relating wages and 
prices to determine the maximum effect of increased 
earnings on the selling value of a product. Taking 
the figures for Canada, for instance, we find that 
the factory price of a pound of bread rose from 
Seo icents im 4046 to 11.7 cents in 2956" or 101.74 
percent. In the same period average hourly earn- 
ings increased by 112.4 percent. In that ten- 
year period, however, production wages averaged 
approximately 29 percent of total selling value, 

It follows that the envire amount of increased earn- 
ings could have been met by a price increase of 32.6 
percent over that period. From its original 5.8 
cents, the factory price would have risen by 1.89 
eents! to 7.7"- not 11.7 (Price datajfrom D.B.S4 
Bread and Other Bakery Products, 1955) 

We emphasize that this caloulation assumes 
that a given increase in wage costs can be met only 
through an increase in the price of the product 
(and applied equally to the various products). In 
making this assumption we are discountirg entirely 
the probability that wage increases can be met by 
productivity improvements or from profits. 

Before leaving this section of our sub- 
mission it may be of interest to show how the 


averages are related to occupational wage rates. 
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The figures in Table 5 are drawn from three sources 
and include the price averages already mentioned: 


TABLE * Wage Rates, Earnings and Average Prices: 
Bread and Bakery Products, 1946-1956 (Canada) 


Average Factory 
Hourly Wage Rates (averages) Hourly price of 


Male Helper Baker Earnings bread ber lh.) 
($ ) ($) (3) (cents ) 
1946 «53 69 D571 Se 
1947 60 .78 .618 BAG 
1948 ei 205 .690 ora 
1949 re 63 gshe Shih 9.0 
1950 Pili 98 sO15 9.5 
1951 25 2.05 . 902 LOS 
1952 89 AG .978 HOs6 
1953 94 ie) 1,039 11.0 
1954 98 L233 1.080 11.4 
1955 ve eG Od 11.4 
1956 evs D3 1.183 bay 


Sources: Dept, of Labour, Wage Rates and Hours of 
Labour in Canada - annual issues, 


D.B.S, - Review of Man-Hours and Hourly 
Earnings, 1946-1956, 


D.B.S. - Bread and Other Baker Products, 1955. 


Finally, we would draw your attention to 
Appendix "B" in which we have listed a series of 
wholesale price indexes for bakery products by 
months from October, 1951 to July, 1958 inclusive. 
These component indexes are not available in his- 


torical series, and are listed here only because 


OINVLINO ‘OLNOHOL 
‘ai ‘OD ®@ 3SNOHANOLS 'SNONV 


2726 
ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


of their possible relevance to a discussion of 
wage-price relationships. We are struck by the 
precision of whatever pricing system gives rise to 
this quite unique pattern of indexes, We are al- 
so confident that these price changes have been 
only remotely influenced either in timings or 
degree by wage settlements negotiated by unions 

in the industry. 

Retail and Wholesale Trade - Published 
statistics of average earnings, weekly wages and 
wage rates either do not include figures for retail 
or wholesale trade or, in the case of wage rate 
surveys, do not provide separate data for the food 
trade. Little or no information about employment 
(number of employees, hours worked, etc.) is obtain- 
able. 

The Operating Results series prepared by 
D.B.S. offers some interesting anelysis of wages 
and other cost items in relation to the sales dollar - 
but since there is no way of relating these figures 
to units of labour, they will not shed much light 
on the question of productivity. 

Profitability of various sections of the 
trade is similarly obscure, since the presentation 
of data in the Operating Results series is apparently 
designed to prevent any relating of gross or net 
profits to the owners! equity. The published 


surveys are no doubt meaningful and useful to business 
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managers who have no great need for comparetive 
information on returns to capital. For our 
purposes, however, a sales-dollar analysis is not 
enough. We are dealing with firms whose reason 
for existence is expressed, not in terms of margins 
of profit but rather in terms of return on invest- 
ment. The supreme importance of volume sales in 
modern food retailing needs no detailed explanation 
here, but it is at least worth stating. 

The trend in food retailing and whole- 
Saling for some years has been toward the greatest 
possible exploitation of volume selling. To the 
extent that this proccess involves a change in 
consumers! buying habits - attracting them from 
Smaller-scale dealers - it will utilize low markups 
and high selling costs, resulting in low or even 
negligible net margins. Table 6 shows that the 
really significant result is a very healthy rate of 
return to capital despite a dwindling of sales- 
dollar profits. 

Data for this table have been drawn from 
published financial statements of six leading 
Canadian firms - four retail chains and two com- 


bined wholesale-retail chains. 
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TABLE 6 Financial Summary, Six Food Merchandising Chains, 195662) 
Operating Net Retained aenit@en’ 

Profit,% Profit &% Percent 

Operating Net Net of Net Ola Net of Net 

Sales Profit Profit; Worth | Worth Worth Depreciation Amount Profit 
mae --------- $Miliions -------- ---§ Millions--- (% 

Dominion Stores Ltd. $219.7 $10.7 S195 et. 5. 35 .iore lee: Seis Poa TH 5% 
Canada Safeway Ltd. 189.0 10.0 are) 20.3 Le es Sie Be tt aes 9.0 
Loblaw Groceterias Co.Ltd255.7°, 13.5 ey Sure Ones Re 2. 4.0 ¥O.2 
Steinberg's Ltd. 120.0 6.4 a0 ifn 94 357.0 iis teas. Lat 85 .0 
National Grocers Co.Ltd. n.a. 14 he, S35 t. 16.6 6.8 3 se 33.3 
Western Grocers Ltd. fives Sa 5 als vee gd ee Scent ies =e i.e 6.9 
45.5 186 Bioe) 20 12.3 "9.4 12.5 05 

(Avge) (Avge) (Avge) 


Source : Moody's Industrial Manual, <957 


(1) Fiscal Year 


(2) Net profit after dividends and stock premiums, but before transfers for capital purposes 
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In the aggregate, the six chains succeede 
in making 29.7 percent operating profit and 12.3 
percent net profit, both ratios expressed as a 
percentage of net worth. At the same time they 
were ploughing back a substantial amount for de- 
preciation and retaining two-thirds of net profits 


for expansion, 


ing profit was 32 percent and net profit 13.3 per- 
eent of net worth. Retention of earnings was al- 
So slightly higher, at 66.9 percent, than the six- 
firm tayerage. 

From 1950 to 1956 all four supermarket 


chains showed rapid gains in sales and profits: 


TABLE 7 Sales and Net Profit, Four Food Retail Ch 
1950-56 

Dominion Sales m0 PAT 106 621'9,735.031 
Net Profit ee Sa 4 326, 000 

Safeway Sales LOS 605 y6R3 189, 042,874 
Net Profit 2,740, 018 4,865,598 

Loblaw's Sales 101,002,197 255,736,868 
Net Profit 2,185,915 5,668, 088 

Steinberg's Sales 45,040,585 120,019,663 
Net Profit 661,126 2,009, 052 


While we cannot show how wage and salary 
gains affected these results, it is probably fair 
say that there is no evidence here of a "profit 
Squeeze", Certainly, capital employed in these 
firms was having no trouble claiming its share of 


proceeds, 


a 


Taking only the four retail chains, operat- 


ains, 
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One fusther point should be mentioned, 
although we cannot supply exact figures to support 
our claim. We know that the retail food chains 
have been turning more and more to the use of part- 
time employees in their store operations, This 
class of employee may or may not be covered by a 
collective agreement, since practices in this re- 
gard vary from place to place; but he will invariably 
receive a much lower rate of pay than regular em- 
ployees - as little as one-half in some cases, We 
understand that some stores will employ as many as 
three part-time to every two full-time workers - 

a ratio that will be reflected in a great cost ad- 
vantage to the employcr. Further advantages accrue 
to the firm where fringe items - vacations, health 
insurance, pensions, etc. - enter into the picture; 
part-time employees qualify for few, if any, of these 
benefits, 

Since about 1950, tnere has also been a 
strong trend to the employment of women in store 
occupations that were once almost exclusively male. 
Locally, for instance, we are told that from 50 
to 60 percent of the jobs in supermarket meat 
departments are held by females, where the pro- 
portion in 1950 would have been no more than two 
percent. 

Both trends have the effect, not only of 


holding down present labour costs, but of dis- 
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couraging future wage increases, 

CONCLUSION: Since 1949 the Toronto Wel- 
fare Council and one of its member agencies, the 
Visiting Homemakers Association, have carried on 
a continuing study of family living costs based 
on a minimum standard of health and self-respect, 

A few months ago the council (now the Social 
Planning Council of Metropolitan Toronto) issued 

a compilation showing a minimum monthly budget 
foBes tami ly ofesix, The total shown was $254.94, 
exclusive of rent. This represents a weekly re- 
quirement of $58.83, If we add an arbitrary 
$15.00 per week for rent {a figure that is probably 
well below average), the weekly budget would be 
$73.83, the equivalent of $1.846 per hour for a 
4O-hour week. (Social Planning Council, Toronto: 
Summary of Monthly Costs, Hypothetical Family of 
Six; unpublished. Pricing for April, 1958). 

At the same time (June, 1958) wage-earners 
in the food and beverage industry in Toronto were 
earning an average of $62.45 per week, or $1.542 
per hour. The averages for all manufacturing in 
Toronto were $69.41 weekly and $1.718 per hour. 
(D.B.S., Man-Hours and Hourly Earnings June, 1958) 

If we can depend on the good judgment of 
social workers - people whose integrity and non- 
partisanship are beyond reproach - the only possible 


conclusion to be drawn is that the great majority 
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of workers in these industries are earning at or 
about the subsistence level. It may be true that 
Smaller families can get by on less than $73.83, 
but larger families will require more, 

Family budget studies unfortunately have 
not been attempted by any government agency in 
Canada. Consequently we cannot make similar 
comparison on a country-wide or provincial basis, 
We would suppose that the result would be much the 
same, 

Whatever the outcome of this inquiry, it 
can hardly be suggested that real prosperity can 
be achieved unless all sections of Aor community 
have access to good living standards. Those whose 
labour enters into the processing and distributing 
of food are no less entitled to consideration in 
this respect than the primary producer or the con- 
sumer. 

It may well be that part of the solution 
lies in a greater emphasis on efficient methods of 
production and distribution. How rapidly pro- 
ductivity will be raised will of course depend on 
management decisions; and if real competition 
exists in these industries, management should 
have the necessary incentive. 

Another part of the solution must involve 
an appraisal of the distribution of income in the 


industry. Unless commodity prices, profits, wages 
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and consumer prices can be brought into a more 
equitable relationship, food industry workers are 
likely to remain well below average in earning 
capacity. Moreover, there is no assurance at 
this point thatproductivity gains will be passed 
on to the consumer or primary producer. 

We Shall conclude our presentation with 
the hope that the questions we havwraised and 
the views expressed will supplement the wealth 
of more systematic and detailed information the 
Commission will have received from other sources, 
We know the report of this Royal Commission will 
be received with the greatest interest by Canadians 
in all walks of life, including those who are trade 
unionists and consumers, 

All of which is respectfully submitted 
on behalf of the Ontario Federation of Labour, 
Gadus 

APPENDIX "A" ~ Calculation of Index, 
"Man-Hours Paid For" - The earnings statistics used 
in this computation include payment "for overtime 
work, incentive or production, and cost-of-living 
bonuses paid at regular intervals, and amounts 
credited to wage-earrers on leave with pay in the 
reported pay periods". (D.B,S. Review of Man-Hours 
and Hourly Earnings, 1946-1956, p.38). The 
following calculation therefore is designed to 


allow for wage payments that enter directly into 
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the cost picture but which would not be reflected 
in statistics for "man-hours worked", 

"Man-hours paid for" are arrived at by 
first dividing total earnings of production workers 
by the average weekly wage, and then multiplying 
by average weekly hours. The result is converted 
to an index number, Here’ are the calculations 
for the two examples used in the text. 

(a) Man-Hours Paid for - Foods and Beverages (D.B.S. 
Foods and Beverages, General Review, 1955 and 
previous years; and Review of Man-Hours and Hourly 


Earnings, 1946-1956, p.38):- 


A B c D E 
} Average Average 
Production Weekly Weekly Index 
Earnings Wage Hours (A/B ) DxC 1951:100 


1951 $292,186,000 §$ 41.90 42,2 6,973.41 294,277,902 100.0 
1952 = 321, 410, 000 46,01 WL yOe 96,905.65 292,6985785- 99.5 
1953 338,973, 000 47.70 Ryise 7, 106,35.293,492,255" 99.7 
1954 352,858,000 49,25 41.0 7,164.63 293,749,830 99.8 
1955 369,929,000 BB, 25 HL ob) 7, 2LG,13 296,66057943%5 100.8 


(0) Man-Hours Paid For - Bread, Bakery Products 
(Ontario), (D.B.S. Bread and Other Bakery Products, 
1956 and previous years; and Review of Man-Hours 


and Hourly Earnings, 1946-1956, p. 38):- 


OlINVINO ‘OLNOHOL 
*di1 ‘OD ®@ ASNOHENOLS ‘SNONV 
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1952 
8953 
1954 
$955 
1956 


A 


Production 


Rarnings 
$ 28,868,009 


30,813,417 
31,692, 075 
32, 987 , 338 
36, 006, 466 


B 
Average 
Weekly 
Wage 
$ 43.15 
Wu 45 
45, 38 
46,23 


49.71 


c 
Average 
Weekly 


Hours 


Ab. 3 
TT 
43.1 
43.0 
43.0 


D 


(4/8) 
6,690,15 
6,932.15 
6,983.71 
(ee eis rie 
7,243.30 


efor 
E 
Index 
(DxC ) 1952:100 


29,637,365 100.0 
30,5 (Oster LOo,t 
30,099,790 101.6 
30,682,564" 103.5 


31,146,190 105.1 


APPENDIX "B" - Wholesale Price Indexes, 


Bakery Products (Canada):- 
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APPENDIX "C" - Effect of seasonal variations 
on annual averages of hourly earnings, canned and 
Preserved Fruits and Vegetables (D.B.S. Review of 
Man-Hours and Hourly Earnings, 1946-1956, and monthly 
issues). 

The Dominion Bureau of Statistics, in its 
Review of Man-Hours and Hourly Earnings, data from 
which appear throughout our submission,arrives at 
annual averages by averaging the monthly averages. 
While this method may not be too inaccurate in the 
case of most industries, it can result in a sub- 
Stantial error where average earnings and employ- 
ment show a divergent seasonal pattern. In Canned 
and Preserved Fruits and Vegetables, for instance, 
average hourly earnings ranged in 1956 from 121.2 
cents in March to 97.5 in September, but employment 
in September was close to three times the March 
figure, Some form of weighting is called for here, 
if the statistics are to resemble the actual average - 
a figure that would be obtained by dividing the annual 
payroll by total man-hours. Since monthly average 
employment data are given, these offer a convenient 
series of weights. The resulting average provides 
a more accurate statistical tool, and in the case 
of this particular industry avoids an overstate- 


ment of just under four percent. 
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Average hourly earnings by month, Canned and Preserved 


Fruits and Vegetables; Canada, 1956 - 


Month ee ee ae &xB 
wiih UR TiseaEs) poi bah ec — 
January L726 5,468 § 6GyS47 .30 
February Lic. 5 5s 305 6,370.46 
March Leye Sbos 6,281.80 
April Sa Bol 6,832.77 
May GE ae Ge202 7,274.95 
June 116.3 6,483 Tie e Ayes! 
July 109.2 0,565 9,352.98 
August 102.8 14,218 14,616.10 
September “fs! 18,543 18,079.43 
October 99.3 20,880 20,733.84 
November LOL, 2 12,961 Pe ye hse 
December 104.2 9,959 10,377.20 
119,584 LOE OL Ts 50 


Weighted average: 127,017.30: $1,062 (106.2 cents) 
119,584 


D.B.S. average: $1.104 (110.4 cents) 

The same calculations applied to the Ontario 
canning industry for the year ending May l, 1958 pro- 
vide a weighted average of 121.0. A simple average 
of 129.8 overstates the average by 8.8 cents, or 7.3 
percent. 

Referring back to the use of D.B.S. averages 
in our ranking of industries it will be seen that the 
use of weighted averages throughout would probably 


downgrade the canning industry by one or two places, 
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THE CHAIRMAN: Thank you, On the 
first page you have a reference to the published 
data on the problem of labour from the Dominion 
Bureau of Statistics, and later on, on page le, 
there is a further reference to the lack of in- 
formation about employment. As a general question, 
how adequate do you feel, for the purposes, Say, 
of measuring earnings and changes of earnings and 
productivity, the published data of the Federal 
Department are? 

MR, HAMILTON: Mr. Milling could answer 
this, but I will answer it in a general way and 
then he will be more specific. I think there are 
some broad gaps in the information which we can 
obtain from the Department, Mr, Milling, who deals 
with the Research Department every day, may be able 
to elaborate more specifically on some of the gaps 
which we have found, and for which we would like 


to have the Department supply statistics. 
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MR. MILLING: Mr, Chairman, this refer- 
ence on page 120 referred only to retail-wholesale 
trade. In the first place, the survey of man-hours 
and hourly earnings, which we made reference to at 
numerous places in the brief, actually does not con- 
tain figures for retail and wholesale trade. The 
man-hours and hourly earnings surveyed is, I would 
say, fairly adequate for manufacturing, mining and 
forestry. I have also breakdowns given for 
transportation and for the service industry in 
general but without further breakdowns there may 
be some inadequacy there if we were dealing with 
those industries. The other survey, which we 
mention on page 1, is a Department of Labour sur- 
vey. It is a survey of wage rates and hours of 
labour in Canada. It is published annually. It 
gives data in that for wage rates, not for actual 
earnings. Of course there is a difference there, 
The average earnings! figures we take from the 
other survey include payment for overtime for shift 
work, also statutory holidays, and vacations. It 
is important from the industry point of view at 
least. 

MR, HAMILTON: This iscan area, 2. think, 
where we might be able to supply the information to 
your Commission in another way. I think there 
are several gaps. Mr. Milling mentioned two, There 


are several gaps in the ¢atistics which we would like 
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to see filled in, Maybe we could make a list of 
these and submit them to your Commission. 

THE CHAIRMAN: That would be quite helpful. 
We won't pursue the matter any further. 

MR. HAMILTON: It may be a more accurate 
way to do it than to give a rough answer, We could 
tell you which ones we think are missing and which 
ones we would like to have. 

THE CHAIRMAN: Thank you, 

MR. MILLING: Incidentally, I might mention 
there was a passing reference to one of the appendices. 
Perhaps if you don't mind we will turn to Appendix C 
where I have mentioned one of our criticisms of the 
DBS survey of man-hours and hourly earnings. This 
is mainly in reference to one particular branch of 
this particular industry. Very likely it does not 
apply in any great degree to any other industry. 

For the canned fruits and vegetable indus- 
try there is a rather unusual seasonal pattern in the 
relation of average earnings to employment. Fe"Ls 
in inverse ratio rather than direct ratio as in the 
case with most seasonal industries. In this case 
we feel the DBS would be well advised to use weighted 
averages. As we have pointed out here we have used 
the method of weighted and worked out an annual aver- 
age based on this weighting method. As you will 
notice it results in a difference of anywhere up to 


7.3 per cent in the annual average figures. We think 
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the DBS should take some notice of this. 

THE CHAIRMAN: I was interested in this 
seasonal pattern of wages, In my innocence I have 
assumed that generally seasonal rates are higher than 
yearly rates. Is the explanation the type of employee 
who is brought in at this time and the nature of the 
work? Any particular reason for this? 

MR, MILLING: It is certainly in the type 
of employee, For the seasonal work they hire un- 
skilled workers. Some are migratory, some are house- 
wives and some are high school students. Incidentally 
John Langlet may be able to elaborate on that. The 
Packing House Workers have a contract on that. 

MR. LANGLET: In addition to that there 
is the problem of organizing seasonal workers, Very 
few are covered by contracts. Even the canners who 
are organized in many cases the Labour Board excludes 
seasonal workers so the company can hire them at the 
market. 

THE CHAIRMAN: You would feel it would 
affect the legitimate yearly rate to include this 
group? 

MR. LANGLET: Particularly when considering 
the effect of wages on prices. Most of the canned 
goods is actually packed during the seasonal period. 

I think therefore it has a direct relation to prices. 

MR, HAMILTON: Eighty to ninety per cent of 


the labour costs going into canning would be part-time 
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labour, Certainly it would have to be included in 
any calculation. 

THE CHAIRMAN: If you would be good enough 
to send us some information on the gaps. 

MR, HAMILTON: Yes’ 

THE CHAIRMAN: On page 3 of your brief you 
say? 

"The truth is, that while productivity 

"indexes might prove useful as long- 

"term criteria of industrial efficiency 

"and of 'fair' returns to the factors 

"of production, they would not lend them- 

"selves to the making of formulas for 

"short-run business decisions." 

I think the point is well taken. I would be inter- 
ested to hear you elaborate on this and indicate why 
you feel that this factor cannot reasonably be taken 
into account on short-run decisions? 

MR, MILLING: I am not sure where to start. 
Productivity is a very involved subject. Perhaps I 
could mention one example. If you take some typical 
mass production industry that is involved in a very 
high rate of capital expansion in the present decade 
it will be having a pretty rapidly increasing rate of 
productivity. It will also have an extremely and 
abnormally high rate of investment, which of course 
places an extra demand upon the income of that in- 


dustry ‘during a certain period. 
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For instance, there are accelerated de- 
preciation charges and there are high debt charges. 
Of course there is a very rapid retirement of debt 
in the more prosperous industries. 

If productivity were the only criterion 
to decide on a fair share of return on various factors 
of production you could notweite off capital at that 
Pave. These short-run business decisions we are 
talking about deal with apportionment of the benefits 
of productivity to various factors of production. 

We are simply pointing out that the con- 
sideration of productivity is not necessarily com- 
patible with short-run business decisions but over 
the long-run would be useful to measure the growth 
of industry, particularly compared to other indus- 
tries. I think it would be true, you could pro- 
bably find out from some manufacturers appearing 
before the Commission, short-run business decisions 
are not done on productivity at all. They are made 
on the basis of earnings and on the relation of their 
earnings to their various short-term business require- 
ments. 

THE CHAIRMAN: Thank you, 

MR, MILLING: I am not sure whether I have 
made that very clear, Perhaps you have some other 
questions. 

THE CHAIRMAN: I would like to give you an 


opportunity to state it more fully, your own position, 
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Might I ask with reference to one or two of the tables 
why you pick 1946 as a year on which you give compari- 
sons? I ask this because we have attempted to take 
the base year 1949, which is used as the post-war 
base for the DBS Index, I was asking why you use 
1946? 

MR, MILLING: When we decided to draw a 
list showing the rate of average earnings and the 
position of their various industries we simply tried 
to take as long a period as possible. Actually 1946 
has been taken by a lot of other people, which is no 
good reason for us to do it, except it was the first 
post-war year and for a number of reasons makes it 
a very convenient basis. Over a longer period 
perhaps these changes in themselves are a little more 
significant. 

MR, HAMILTON: I think Table I pattern 
would stand up regardless of what year we took -- 
1946 or 1945 or whatever year. I think the same 
pattern would have stood up in relation to Table I. 

THE CHAIRMAN: That is quite true. DG: as 
true, of course, that the wartime controls were still 
in effect during 1946. 

MR, MILLING: Yes, that is true. 

THE CHAIRMAN: Incidentally, perhaps this 
would be a good point to ask you about the degree of 
organization in the food industry generally and in 


the differences in the degree of organization in 
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the different parts of the food industries. Would 
somebody give us a general picture of this? 

MR. MILLING: Yes, I think we could. ak 
would say, if generalizations are acceptable, be- 
cause we don't have the exact figures,nobody re- 
leased them or published them, I would say the 
degree of organization is high in the grain mill 
products, meat products, It is much less in in- 
dustries like canned and preserved fruits and 
vegetables. It is only nicely getting under way 
in the industries such as bakery products, Le oe 
fairly high in one part of the dairy field, that is 
the distribution, but not very high in the processing. 

There are some other sub-groups we could 
deal with; I couldn't tell.you about them, such as 
macaroni and kindred products, which I must admit I 
know nothing about. There is the biscuit industry 
for which figures are given separately from the 
bakery industry. I would say the biscuit industry 
is probably a little better organized than the bakery 
product industry at the present time. 

These are generalizations, The Department 
of Labour can give you a breakdown on the food and 
beverage industry by sub-groups, by food and beverage. 

THE CHAIRMAN: Did I miss food retailing 


or did you mention that? 
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MR. MILLING: As a matter of fact I did 
not mention it. I was talking about manufacturing 
groups there, In retailing in Ontario, I would 
say organization is limited to some of the larger 
food chains, and of course, as I have mentioned, 
bread and milk distribution. 

MR, HAMILTON: Retailing is one of the 
areas in which organization is growing I think 
more quickly than any of the other industries at 
the moment, particularly in Ontario and British 
Columbia - organization of large chains, which is 
progressing relatively rapid by comparison. 

MR, MILLING: incidentally, if you refer 
to examples of current union wage rates, these are 
all unionized plants, although in the case of the 
table of retail chain stores, one store mentioned, 
Loblaw Groceteria, has been organized by employees! 
association, which is not always considered a trade 
union by our people. 

In the case of Power Supermarkets, I think 
most of their stores have contracts with the 
Amalgamated Meat Cutters. In the case of Dominion 
Store most of the stores in the larger centres - 
and Mr. Sheldon could probably correct me on this - 
are under contract with the retail wholesale 
department store union. 

There are one or two stores in the Grand 


Union Chain, which I believe are now under contract 
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or just organized by the Teamsters. On the whole- 
Sale end of things, which we do not deal very much 
with, I would say organization has been on a re- 
latively low scale, but there are now some 
organizing attempts going on in the warehousing 
end of all those stores we have mentioned. 

Some of the stores that are not mentioned 
here are very large ones like A & P, and of course 
Canada Safe Way operate in North Western Ontario. 
We have some financial information about them in 
the latter part of our brief, and I do not know 
- I am not sure what the state of organization is 
there. 

At the other end of the Province there 
are some stores operated by Steinbergs, and my 
information is that they are not unionized. That 
is pretty well the picture as we know it, 

THE CHAIRMAN: From what you state is 
it a’fair implication that the general conditions 
of employment in the larger chains are better than 
in the small independent stores? 

MR, MILLING: Very likely as a general 
rule, partly because most of the large stores - 
and especially in terms of employment - they are 
found in the larger centres, in what may be considered 
higher wage areas. That would be one factor that 
would come into the picture there. 


THE CHAIRMAN: One of the arguments that 
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you advance here, and I am not questioning it, is 
that you point out wages in food industries are 
relatively low because of the other manufacturing 
industries, and therefore in terms of equity they 
Should rise regardless of relative productivity. 
ThisvLs cyour “position? 

MR, MILLING: Yess sir. 

THE CHAIRMAN: Supposing that this happens 
generally, what effects would you expect to follow 
from this? 

MR, HAMILTON: What effects? Do you 
mean price wise? 

THE CHAIRMAN: Price wise or in terms 
of employment, If in general the industries in 
which wages are low, you take this position regard- 
less or productivity, iL. they moved up, LD would 
think that this would have some significance with 
regard to either prices or employment in different 
areas,and I wondered if you would care to comment 
on that. 

MR, HAMILTON: I can only meke a general 
observation. It is that higher wages and better 
conditions and unionization has usually tended to 
improve the industry rather than to deteriorize 
the industry - give them a more orderly method of 
doing business. In other worcs, the manufacturer 


knows from year to year what the wages are going to 


© 
a. 
eA 
+ 
oO 
an 
=A 


be, what his holiday sch¢ going to be, and 


eT 


+ 


j os - 7 
* i ay cael 
Raia 
yatiunee ety 


n 
~ 
UI 
t 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


therefore he. can carry out dis, business in a mich 

more orderly and efficient manner than he other- 

wise can do. That is number 1. Number 2 

is that naturally as the wages go up, end the benefits 
fringe benefits as we call them - accrue with that 
contract, the better tyne of employee comes into 

the industry, and I think-.generally we find a better 


level if wages and everything in general were to 
oO o c 


v 


go up. 
iethink we would work to. give eryality in 
the. industry. Of course in the short-haul, and 


Le Loe process..of, doing, this sort. of operation, 
CD couse Manacement nave generally upped, prices. 
but they can only up prices so long and they level 
themselves off. Lie May, be & Little Div. rouch, in 
tae rerisune process, bud. in the overall picture 

‘ 


sneny Dethink rLiewouwld, be va better industry for 


everyone concerned including the consumer, 


MR, MLLLING: I think your remark about 
prices was desisned to esk from us wnat would happen 


to prices if the wages were broughs up to what we 
might consider a decent living stendard., _Actually, 
frankly, to be completely honest about it, I think 
wen have. to. Look as the, realities and to realize 


especially in some varts of the industry which are 
pretty well organized, I think, on the side of the 


proprietors. i think prices would rise probably - 


there would be definitely a tendency to pass along 
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the increased cost of any kind to the consumer 

if marketing conditions permitted it. Of course, 
Bhat etbig hier" and that’ is ahel oan say at 
the present time. 

That does not mean that is the only way 
that businessmen can meet the increased wage costs. 
They can obviously meet it by improving their 
methods of production and distribution. In other 
words, their productivity. Actually what you are 
likely to find has been the case in a great many 
other industries that we have dealt with. You will 
find increasing productivity and rising prices at 
the same time, For instance, if the general price 
level has the tendency to be rising during the next 
BnPeei or fourrorrfivecyears, LP think’ you" will-fikely 
see prices increase in food products even if there 
is no reason from within the food and beverage 
industry for’ this price“increase, 

It is a pretty well known purpose of business- 
men or the businessman using economic terms to 
maximize profit, and I do not believe that motive 
died out with Adam Smith, and I think if the market 
will bear it there will be price increases whether 
or not there are wage increases commensurate with 
BLA 

THE CHAIRMAN: I was wondering if you 
were thinking of industry in general or whether 


you were thinking of a specific group. You made 
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reference to the effect of being dependent upon 
the market conditions, and I think in this answer 
you were thinking of the Staple industry. 

MR. MILLING: I was generalizing. 

THE CHAIRMAN: But not thinking of a 
movement in this direction for industries in general? 

MR, MILLING: Well, I was speaking in 
terms of a general price movement. That is, prices 
generally and its effect on the pricing decisions 
of a particular industry or particular. group of 
industries, 

THE CHAIRMAN: My purpose is not to try 
and put words in your mouth and induce answers, 
but simply to give you a chance to put your own 
position on the record. We know very well how 
difficult it is to make any reasonable calculations 
on productivity, and I would like to commend you 
on the effort in this submission, I know that you 
yourselves have said that the answers must be pretty 
approximate and tentative, but by the nature of the 
matter that has followed, however, we are grateful 
for this illustration of what can be done any way. 

There is one point on page 10 that I wanted 
to ask you about. I will read a short paragraph 
and pose the question. 

"Assuming that our estimate of productivity 
trends is reasonably accurate, it does not of course 


follow that wage increases ate up the entire 
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productivity increase. Wage increases in fact place 
a demand on productivity improvements only in pro- 
portion to the ratio of wages to sales. The re- 
mainder, usually the major share, is available to 
the other factors of production on a similar basis." 

Now, my question is instead of "in pro- 
portion to the ratio of wages to sales", should that 
not be "in proportion to the ratio of wages to net 
value adding"? 

MR, MILLING: I think you have got me on 
that one, Mr. Chairman; I am not going to try and 
Dlurt my way out of it. 

THE CHALRMAN: May I say I do not want to 
question the general implication - - 

MR, MILLING: No. I would say sales is 
a conventional way of going about it. I am not 
Saying It is right. Actually, the idea behind 
that paragraph is if.in a particular plant or 
particular industry over a certain period you had 
a productivity increase of 10 per cent - there was 
actually 10 per cent more being produced per hour 
in terms of selling value - this could only necessitate 
or this could only be interpreted as a 10 per cent 
return to labour if labour in fact were the only 
factor of production. 

THE CHAIRMAN: I do not question that at 
S01 I only think if you accepted my amendment, 


the last sentence would probably not be accurate, 
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and I call your attention to the fact you have 
used a value added in your measurement. 

MR, MILLING: Yes, that is right. 

THE CHAIRMAN: I wonder if somebody could 
tell us something about the changes of techniques 
which were occurring in different branches of the 
industry and if their effect on quantity was in 
the distributing field. 

MR. HAMILTON: I am at sea in this area. 
Mr, Milling says he has one here, and maybe if you 
would deal with this specific area, for example, 
retail food industry or the meat industry or cre 
of them, maybe we have someone to speak on it on 
the specific area. Mr, Milling has one here and 
GG Geals with bread, does 10? 

MR, MILLING: Yes. 

MR. HAMILTON: If you deal with this one 
we can answer your question, 

MR. MILLING: In the back of the brief 
you made reference to improvements and technology 
in both production and distribution. Actually 
we might have included some examples. We do not 
have very many documented examples, but there are 
a few available. However, actually we started 
work on this brief a little over two months ago, 
and we were hoping there would be more recent 
material available. 


Just at this point I would like to illustrate 
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what we meant about technical improvements occurring 
at different times and different rates in various 


sections of industry. 
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MR. MILLING: I have here an item from 
the Toronto Globe and Mail of June 18th which tells 
about a fully automatic system for making bread. It 
Says it is the first of its kind in Canada, and says 
it was put into operation yesterday, June 17, 1958, 
by Browns! Bread Limited. The system represents an 
investment of about a million dollars. Theres are 
some other comments about what the process involves. 
Then, there is a note teat company officials said 
this equipment will boost capacity of the plant from 
2000 loaves an hour to 4500 loaves an hour, without 
increasing the number of workers. 

From this, we make two general observa- 
tions. Technological improvements in some of these 
industries, when they come, are substantial. They 
actually result in a very substantial increase in 
productivity, if productivity is expressed in terms 
of output per man-hour. I think there are other 
equal ways of expressing this, but this is the con- 
ventional method of expressing it. 

The second observation is, or, certainly 
as I have read it, and as most of you have heard it 
now, you would wonder how the bread industry has been 
so late in arriving on the scene. For instance, 
various trade journals have reported from time to 
time over the last five or six or seven years that 
fully automatic bread-making machines were in opera- 


tion in various partsof the United States, but this 
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is the first one in Canada. That is in 1958, the 
first one in Canada eliminates the rest of the bread 
industry. The rest of the bread-making industry 

is lost, unless they have installed some of their own 
plants. 

Since last June, they are operating at a 
rather substantial cost disadvantage in relation to 
Browns! Bread. As it happens, I notice wholesale 
prices are still pretty uniform. 

Mr. Gleason, I wonder if you could tell us 
anything about the introduction of new machinery in 
the bread industry? 

MR. GLEASON: There has been very little 
except with automatic, it elimirtes three or four 
people in a plant. The big company, having its con- 
centration of production in a city, and distribution 
from the town and surrounding areas. For instance, 
one of the companies we deal with has closed down, 

In the last ten years -- bakeries in St. Catharines, 
Oshawa, Welland, Galt, and possibly quite a number of 
small bakeries -- the production is then concentrated 
in the Toronto shop and the distribution there. 

THE CHAIRMAN: Are there any other? 

MR. HAMILTON: As a matter of fact, I am 
gainge to call on Mr. Reekie. He is very familiar with 
the dairy industry, and has worked in the industry for 


a substantial length of time, and I would ask him to 


——_.__| make. a few comments on.it), 
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MR, REEKIE: The improvements in the 
dairy industry are rather substantial. A few years 
ago we instituted the "No Wednesday Delivery". In 
the "No Wednesday Delivery" approximately one in 
every five employees was automatically laid off, yet 
production was increased. This was because of the 
number of people moving into the areas, and every- 
thing else -- the new Canadians coming in. The 


production was increased to meet the population de- 


mand. This was done with less employees. 
Lately,, in the Toronto area --) the Metro-= 
politan Area particularly -- having gone to, certain- 


ly, trucks-- the horse and wagon is a bygone thing -- 
thus doing away with a number of men. They can 
take five groups and make them into four compact 
groups -- four units of operation, but still, each 
individual employee is handling far more than he 
ever did before with the horse and wagon. He 

is working longer hours. I believe rates of hours 
have increased in the dairy industry delivery from 
around five days a week and 42, 43 hours to today a 
five-day delivery, five-day work week, with around 
55, 56, and even as high as 60 hours a week. 

In the methods of productivity and plant 
operations, they have done away with the old vat 
system requiring two or three employees to homogenize 
and pasteurize the milk. We have the HG system 


now which one man can operate all the machinery, and 
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it is put right through without a human hand touching 
it at any time. This is an additional layoff. 

With the new bulk system of delivery from 
the farms, the farmer has to go to the expense of 
putting in bulk tanks, and that, for his raw material, 
and the dairy does away with the operations of hand- 
washing, testing, and everything else. That is 
done away with. 

They save on the ope ration. In one plant 
here in Toronto they have done away -- in one depart- 
ment alone -- they have done away with, out of fourteen 
employees, half of them. In the milk testing, a few 
years ago milk testing by direct test, butterfat test, 
and everything else, was a specialized trade and the 
highest paid rate in the plant, Today it is done 
by a girl at the lowest paid rate in the plant. 

These things are prevailing in the dairy 
industry today with the new methods of production, 
Today, we have right down in the bottling room, 
where the milk goes into the bottle -- at one time 
we had an operator handling possibly two or three 
hundred cases an hour. Today we have a machine 
that fills the bottles, puts the caps on and puts 
them in the case, and puts them in the storage and 
only one man is necessary standing there pushing 
the buttons. 

The dairy industry more or less proves this 


out today. In the City of Toronto there are far less 
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dairies than there ever were in the past. Right 
now, three or four of the smaller dairies are ready 
to fold up because they can't meet these added ex- 
penses of productivity. The idea of the small 
operator handling maybe upwards of twenty groups 
ean't afford to go out and get the equipment that is 
required to compete with his bigger competitors. 

And these bigger competitors are making the saving 
by doing away with employees. 

Productivity is being done on a mass pro- 
duction, and is being done in the province or here, 
I believe, in one dairy particularly, they are down 
to 150 employees in the last two years, and to wind 
it up, this year is the first time in my recollec- 
tion in the dairy industry that we have ever had a 
layoff -- actually a layoff -- because of over- 
staffing. 

MR. MILLING: Mr. Langlet, would you 
care to comment? 

MR, LANGLET: I am just going to repeat 
myself here if I do. I will comment on the meat 
packing end of it. I think we had better wait 
until then, I am not too familiar with canning, 
actually. 

THE CHAIRMAN: I think I have taken up 
enough of your time myself. I will see what my 
colleagues wish to do, Mr. MacKichan? 


COMMISSIONER MacKICHAN: On page l, 
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about the middle of the first paragraph, you mentioned 
plant price changes of food products as a result 

have a day by day impact on the living standards and 
even the health of industrial workers, We all feel 
the impact of the changes in food. 

On page 8, back to this paragraph I think 
the Chairman had touched on, I wonder if the inm- 
portance of food in the whole life of people -- and 
we usually sit down to three meals a day and purchase 
food at least once a week, and sometimes every day -- 
do you think that situation where any change in food, 
a cent a quart in milk and two cents a pound for 
butter, and anything else. If we take the illus- 
tration of milk particularly and bread. One cent 
a Loar ony pread. There is a hue and ery all over 
the country. We don't mind one hundred dollars on 
an automobile, or five dollars on a suit of clothes. 
Of course, we don't purchase them every day, but 
even a house which we purchase once, perhaps, ina 
lifetime, there isn't the same attention drawn to 
the matter as there is in food. 

Do you think that has some bearing on the 
matter? 

MR. MILLING: Oh; yes. Yes, of course. 

As you say, people do buy food every day, or if they 
don't buy it every day they are certainly using it 
every day. 


But, as we did point out on page 1, just 
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on the basis of the basket or goods, or the con- 
sumer's budget, on which our consumer price index 
was based, I believe at that time, 1949, or when the 
index was being prepared, that food was estimated to 
take up an average of somewhere close to 28 per cent. 
I haven't looked at this figure recently, but about 
28 per cent of the average consumer's budget. But, 
as we point out on page 1, this percentage may, in 
individual cases, run to anywhere from 20 per cent 
or less to 50 per cent or more. In the case of a 
family living on unemployment insurance, it would 
certainly run to more than that on the budget. 

It is a very important item in family 
budgets, not only for psychological reasons, but 
for very practical reasons. 

COMMISSIONER MacKICHAN: On the bottom 
paragraph, page 10, we have been talking about the 
bread and the bakery products, and the final wage 
scale being far below the average. What did you 
have in mind as the average? What class of worker? 
Would it include all workers? 

MR. MILLING: In this case, actually, I 
should have been more specific. We were referring 
to the manufacturing average which appears in the 
first table, and in 1956, the manufacturing average 
was $1.514 -- $1.51.5 -- and, in the bakery products 
industry in Ontario -- there is a difference, of 


course, between the national and Ontario figures. 
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Here in 1956, the average had reached $1.15.6, which 
is pretty close to 40 cents less than the manufactur- 
ing average. 

COMMISSIONER MacKICHAN: Bute 1 Paaneinded 
with that pulp and paper mills and the steel industry? 

MR, MILLING: Oh, yes. 

COMMISSIONER MacKICHAN: Which are very, 
very high, or the higher wage groups. 

MR, MILLING: Oh, yes. 

COMMISSIONER MacKICHAN: In another section 
of the country we were told that wages had no direct 
bearing on food prices, Would you like to comment 
on that? 

MR. MILLING: Well, at the risk of another 
generalization I think it would be more correct to 
say that wages had a direct bearing on food prices, 
but the actual truth is probably somewhere in be- 
tween those two. 

COMMISSIONER MacKICHAN: That is the way 
we try to arrive at it. 

MR, LANGLET: I think, Mr. Chairman, when 
you come into a specific item the labour cost is very 
small, I know in the meat industry the total labour 
cost is only 30 cents per pound, so there is a 
diirerence:. 

COMMISSIONER MacKICHAN: I believe at 
that time we asked if the witness would admit that 


there may be some indirect bearing. He seemed rather 
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reluctant to admit that it had any indirect bearing 
on the matter, 

MR. LANGLET: As I say, 10 per cent woul 
be a fair per cent. 

MR, SHELDON: In the matter in the United 
States between the packing house and the company, both 

the manufacturer and the packing unit ..over 
the period of years actually were not affected by 
increased productivity in the plants, 

COMMISSIONER MacKICHAN: But there would 
be some bearing? 

MR. SHELDON: Perhaps half a per cent 
over ten years, approximately. I would say it 
would be pretty minute. 

COMMISSIONER MacKICHAN: eee Would you 
feel that perhaps increasing wages as well as the 
desire of invested capital for greater dividends 
are adding more impetus to the growth of automation? 

MR. SHELDON: Would you give me that 
again? 

COMMISSIONER MacKICHAN: I was wondering 
if increased wages, as well as the desire of invested 
capital for a larger dividend, is adding anything to 


the impetus of the growth of automation? 
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MR, MILLING: Yes, probably, but this 
would not be equally true in all sections of the 
industry. I would suggest that the prime motive 
for more efficient production and distribution is 
the desire for increased returns. I think that is 
a primary motive. This tendency towards automation 
is often expressed in terms of meeting the increasing 
ecosv factor, That is a very general term which 
covers a lot of things other than wages. Generally, 
from what we have seen of the food and beverage in- 
dustry, there is probably no sub-group -- taking, 
for example, canning and preserving -- there are 
none of those sub-groups where the uprward pressure 
of wages has in itself induced a desire to automate, 
and, in fact, it is very likely this has played no 
part in the move towards mechanization or auto- 
mation in those industries. That is a very general 
statement, but as a product of a large number of our 

| own observations, not outlined in the brief, that 
would be my own opinion. 
COMMISSIONER MacKICHAN: You referred 
to the fact that probably the relatively small 
population of Canada in relation to the United 
States has delayed the introduction of such equip- 
| ment in bakeries as you mention there, and also in 
dairy plants, and that our own largely faster in- 
creasing population in the last decade makes it more 
likely there will be more of this type of equipment 


installed? 
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MR. MILLING: Well, probably this has 
been something of a factor. 1 think it is Seiso 
true, however, that in the postwar years, at any 
rate, the rate of population growth in Ontario -- 
taking one province, and especlally Southern Ontario 
-- has been much higher than the rate of growth in 
any comparable section of the United States, 

COMMISSIONER MacKICHAN: In that particu- 
lar period? 

MR. MILLING: In that particular period, 
yes. Well, of ‘course, that*is the period in which 
the most rapid productivity developments have taken 
place in the United States too, I think probably 
this is true to the extent that as population density 
increases in an area there will be a tendency for 
one or two or three leading firms to buy up or put 
out of business other firms and, therefore, raise 
their own scale of production to the point where 
automation becomes economic. 

COMMISSIONER WALTON: I have just one 
question: on page 14, when you were speaking of 
the part-time employees in the retail chain stores, 
and you say that in some cases you understand 


stores employ as many as three part-time to every 


two full-time workers. In some briefs that have 
been presented to us, observations are made -- and 
one statement was made yesterday -- that changing 


consumer habits in the retail store have indicated 
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-- and I think it applied to the Toronto area -- 
that about 7O per cent of the volume of buying by 
the consumer was done on Thursday and Friday, and 
you sald here that having the part-time employees 
was 2 cost advantage to the employer, but I would 
assume if this great buying was done on Thursday or 
Friday or Saturday, and not as much on Monday, Tuesday 
and Wednesday, you still have the same store and you 
still have the taxes covering the complete week. 

MR, MILLING: Yes, you still have the 
same overhead. 

MR. FALLS: Well, first, shopping habits 
are practically a matter of education, and having 
worked in the business for thirty years, I find you 
either get the people to shop on Thursday or Friday 
night. When it was first brought in in Toronto, 
it was so they could get away to the cottage on 
Saturday, and then they had to have Thursday so they 
could get ready on Friday to leave for the cottage 
on Saturday. However, basically it was put up for 
people in the shopping market areas and the people 
who had their husbands there, and the spontaneous 
shopping that is done, and it is quite obvious that 
is where the profit came from. It has been known 
for a long time that if you went in and bought just 
what you needed, you would come home with a lot less 
than most people do. However, the part-time employee, 


I believe -- and this is my own personal thinking -- 
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is an answer to the unionization of this type @¢ 
worker, Of course, there is a whole history behind 
the situation. I happen to be a butcher, myself, 
and people who are shopping now very seldom see the 
butcher. In the old days you saw the butcher 
leaning on a knife and talking to a young lady and 
telling her how to cook the meat. Today he is 
working downstairs on productivity -- 40 hours here 
and 45 hours in British Columbia at far higher rates, 
and they have girls wrapping; they cut you off four 
slices or six slices and it is all pre-wrapped. 
This is another part of the history of the situation. 
Another point which must come into this 
situation is that from a service market, where the 
butcher services the customer, to a self-service 
market, your cost per item will go up because of 
wrapping and the machines required to perform that 
work, It has been definitely admitted in negotia- 
tions between employers and unions that as much as 
three or four times of the volume can be handled in 
the same floor space, and when you take that, plus 
the productivity of the butcher who is now working 
on production, it is simply staggering in its 
effects upon the actual cost. When we came home 
from overseas to the beautiful situation where there 
was enough meat, and everyone came in at one o'clock 
on a Saturday and you sold out and locked the door 


-- everybody was educated to shop at those times. 
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denly got the idea of shopping on Thursday and 


Friday nights. 
COMMISSIONER WALTON: I wondered if that 


It was a matter of education that everybody sud- 
would account for these teenagers and part-time 


workers, 


MR, FALLS: That is correct, EE you £o 


into the stores today you will find school children 
sometimes even working straight through the night 
stacking shelves and going to school the next 
morning, Whether it is allowable or not, it hap- 
pens today. 

MR. HAMILTON: When you say that large 
volumes are being turned out on Thursdays and 
Fridays --- 

COMMISSIONER WALTON: No, that statement 
was made to us yesterday. 

MR, HAMILTON: It is being turned out 
with cheap labour and part-time help. So, the 
advantage accrues in both ways to the employer: a 
bigger volume in a short space of time, and he is 
getting part-time help instead of full-time help. 

COMMISSIONER DRUMMOND: On page 1: you 
referred early, in answer to the Chairman's question, 
about short-run business decisions. I wonder how 
long a period you regard as a short run? 


MR. MILLING: Well, generalizing, pro- 


aaa bably up to four or five years. In this particular 
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paragraph I was thinking mainly of a period during 
which the industry is incurring heavy capital ex- 
penditures, These capital expenditures, at least 
during the period we are talking about, have had a 
tendency to be written off very rapidly, as you know, 
Therefore, short-run business decisions have to be 
made to accommodate this increased expenditure on 
one aspect of the business and, of course, that 
naturally means higher than average returns to one 
factor of production -- namely, capital. 

COMMISSIONER DRUMMOND: In other words, 
your view is that a period may be sufficiently long 
to take up a considerable part of the period during 
which this price spread has been widening? 

MR, MILLING: Yes, possibly. Of course, 
it is very hard to relate these theoretical arguments 
to what has actually happened in the industry, and 
certainly difficult to relate it to price changes. 

COMMISSIONER DRUMMOND: On this point, on 
page 14, which Mrs, Walton was asking about, in 
regard to the use of part-time employees, and later 
on, on the next page, the trend towards the greater 
employment of women, you speak of the trend here: 
have you any thought as to when this trend began, 
or has it continued, or has it come up aver very 
recent years? 

MR. MILLING: According to my information 


-- and as I say, we don't have documentary evidence -- 
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but the trend to the increased employment of women, 
to use that specific example, it seems, started 
around 1950, 1951 or 1952, 

As far as part-time workers are concerned, 
I think you could say pretty definitely that that 
trend has come and has been almost directly corre- 
lated with the growth of Supermarkets, and especially 
with the rapid development of these changed hours 
for shopping. Naturally, that leads to an in- 


creased use of part-time help in the stores. 
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COMMISSIONER DRUMMOND: Farm groups 
have told us that various times and places that 
the public generally have grown accustomed to 
expecting cheap food, As I understood your brief, 
you also told us that farm wage rates have definitely 
lagged behind rate increases in industries generally. 
I wonder if you would like to make any comparison or 
analogy between these two things -- low food cost 
and lower wage rates? 

MR. MILLING: I am not sure whether we 
can add to what we have already said, sir, Le 18 
true people are accustomed, or at least it would be 
more accurate to Say at one time in the past, barely 
within my memory, people were accustomed to low food 
costs, I suppose there is a certain amount of hang- 
over from that period and people today are a little 
more astonished at prices they pay for food than 
perhaps is the case in some other products, I don't 
think that is necessarily so. There is a lot more 
talk about food prices than other prices, of course, 
As far as wages are concerned, speaking from our own 
point of view, we would attribute a good deal of 
Yowneas of wages to the relative slowness in develop- 
ment of union organization in the industry which have 
occurred in the past because of the relatively 
scattered nature of the industry. You have had 4 
great many small plants serving a relatively small 


geographical area and they are not too easy to 
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organize frankly, 

COMMISSIONER DRUMMOND: You are refer- 
ring to the organization of labour. You were 
referring to the conditions in Ontario only? 

MR, MILLING; I was referring mainly 
to Ontario although the same thing would be true 
of most of Canada with the possible exception of 
British Columbia, 

COMMISSIONER DRUMMOND; Speaking of this 
matter of productivity, I was wondering if any of 
you have anything to Suggest in regard to any 
possible changes that have been taking place in 
regard to the changes in skill or what we might 
ordinarily speak of as the proved technical knowledge 
or ability of the average worker during recent years, 

MR. MILLING: Speaking generally of most 
industries that have introduced new methods, and 
especially methods which border on automation, 
although we don't have too much automation as such 
in Canada, in most industries there has been a 
tendency to a much greater division of labour than 
there was in the past. Therefore there is some 
lessening of demand for certain skills. At the 
same time I am sure there has been, and will be to 
a greater extent in the future, a rather rapid in- 
crease in the demand for some new skills, For 
instance, maintenance workers with Specific skills 


will be needed to supervise and to maintain the new 
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machinery and equipment, 

COMMISSIONER DRUMMOND: What I am 
really asking is whether you feel there has been 
a reasonable trend towards an abler type of worker, 

MR. MILLING: I could not answer that in 
one word, I think there are these two definite 
vrends,. To what extent they offset each other 
ft am not prepared to say, Perhaps some of the 
people in the industry know better, 

COMMISSIONER DRUMMOND: There is one 
thought that came to me with respect to the dairy 
industry where the change resulted in letting a lot 
of men go, what about the relative ability of those 
kept compared to those let g0? Is there any 
difference? 

MR. GORDON REEKIE: I can answer that, 
IRere. eno ac has relativity to their ability or 
qualifications on the job. In the delivery end it 
is a matter of one salesman going and another Staying. 
When that happened we were able to negotiate, [I 
believe you were all familiar with the labour dis- 
pute, We were able to negotiate that with no 
actual lay-off and inside of about 14 or 15 months 
the 125 employees were eaten up. Today is the 
first time in my recollection of the industry, and 
I have been in it 30 years, it is the first time 


there is a lay-off, We ask "Why don't you do the 


|| same thing?", They say, "No, we have to cut costs, 
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the higher production the less employees", 

COMMISSIONER DRUMMOND; The final 
question is to some extent related to this. Would 
you, or would you not, make any distinction between 
the phrase "productivity per worker" and "producti - 
vity due to a worker"? 

MR. MILLING: Of course we would make a 
distinction, If we were going into a general dis- 
cussion of productivity there are a great many 
things I would like to see cleared Up. There are 
a lot of misconceptions about measurement and 
application of productivity. It simply stands 
to reason in an industry during a period when 
mechanization is becoming more general, and in some 
cases automation, then you will expect an increase 
ay productivity, I am sure a lot of cases point 
out in the food andbeverage industry that it is 
relatively backward, Using a generalization, 
there are probably many cases where the individual 
worker cannot decrease or increase his output by 
So much as one-half of one per cent. His pace 
of work, effort, everything else is controlled by 
the line or machine, controlled by management, not 
by his own decisions. 

THE CHAIRMAN: I did not ask Mr. Kidd 
to ask you any questions. I felt it would be like 
talking to himself. 


MR. HAMILTON: I was going to ask at 
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the outset if we could not steal him for the day. 
COMMISSIONER KIDD: There is one 


question, On page 13 in your Table on Financial 


Summaries, your net profit is the figure after taxes? 


MR. MILLING: Yes. It is the figure 
available for dividends and for calling back of 
earnings, net figure after taxes. 

THE CHAIRMAN: Thank you very much, 
Mr, Hamilton and Mr, Milling. We appreciated this 
presentation very much, 

MR. MILLING: Thank you very much, 

MR. HAMILTON: I take it you wanted a 
iist of the statistics available. We will get 
that for you. 

THE CHAIRMAN: When it is convenient 
we would be glad to have it, We will adjourn 
for five minutes before we hear from Mr, Campbell 


of the Ontario Stockyards, 


-~--A short recess, 
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Submission of 


THE COMMISSION MERCHANTS OF THE TORONTO 
PUBLIC TERMINAL MARKET 


in co-operation with the 


ONTARIO STOCK YARDS 


Appearances: 
Mr. William Price General Manager, Black 
Bros. Commission Agency 
Mr. Fred Campbell General Manager, 
Ontario Stock Yards 
THE CHAIRMAN: We shall now hear the 


submission of the Commission Merchants of the 
Toronto Public Terminal Market in co-operation with 
the Ontario Stock Yards, and we have with us Mr, 
William A, Price, who is General Manager of Black ! 
Bros. Commission Agency and Mr. Fred Campbell of 
the Ontario Stock Yards. 

Mi, PRICE: Mr. Chairman, Mrs. Walton 
and gentlemen: The public market system, organized 
on the North American Continent over the years, 


evolved on sound fundamental economic principles, 


has stood firm as the chief medium of exchange of 


livestock. It is only on a public market that a 


sufficient volume of many classes of livestock is 
assembled on which a true price structure can be 


———__—_____ established. 
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Public markets have always been developed 
in areas of largest consuming communities so that 


processors serving these communities are provided 


the raw material for their plants, In competition 
with buyers of all classes of livestock, the pro- 
cessing trades are supplied at a public market place 
with sufficient quantity from which to purchase their 
requirements. 

From the producer's Standpoint, he is 
assured that the large packers, as well as the small 
processors, local butchers or export buyers have an 
opportunity of bidding on his livestock as against 
a "one-bidder transaction" that might occur away 
from the market. 

The price structure, established at all 
public markets daily in open competition, is the 
yardstick for farm to farm transactions or farm to 
packer private transactions through the entire 
province, in’ Onterio,or the-total marketings 
of cattle, approximately 60 per cent currently is 
being marketed through the facilities of the public 
market, The remaining 40 per cent is being sold 
either directly to the packer in the country or 
through other outlets. It is on the 60 per cent 
public market receipts that the price is established. 
The remaining 40 per cent is sold on some basis re- 
lated to this price, 


in a free enterprise structure and, in 
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particular, livestock production, every livestock 
producer finds it necessary to market surplus live- 
stock at least once annually, The large-volume 
producer down to the producer with a few head to 
sell represent a large group of individuals, all in 
a common production level but, at the same time, 
competitors in purchasing and Selling of livestock, 
Therefore, it is essential that a price structure 
be established on a large volume to provide indivi- 
duals with knowledge of the worth of their livestock, 
whether they be buyers or sellers. 

The public market not only attracts the pro- 
cessing trade for its supplies but it also serves 
the farmer or feed lot operator with a supply of 
unfinished cattle that are not desirable for the 
meat trade but may be marketed to better advantage 
to a feeder who, in the course of 90 to 120 days, 
enhances their value by added finish on the cattle, 

In the Province of Ontario, the present 
public market location was opened for trade August 
28, 1903, and during the balance of that year re- 
ceived about 74,000 head of livestock and, for the 
whole of 1904, about 93,000 head. Volume increased 
with human population so that, in the year 1957; 
878,474 head of livestock was received on the 
same location, 

Based on the figure published in the 


official Livestock Market Review for 25575 “tne total 
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value of cattle and calves marketed through the 
public stock yards in Ontario plus direct shipments 
to packing houses and on export was $112 ,80L,210;00. 
On the basis of 60 per cent received at the public 
market, the total value of the cattle and calves 
offered during 1957 would be $57 ,680,000.00, which 
does not include the value of hogs, sheep and lambs 
handled through the market, 

The nature of demand from the processing 
trade varies to the extent that the large processor 
is equipped to purchase and process all classes 
and qualities of livestock to meet his diversified 
enterprise; whereas, in many cases, the smaller pro- 
cessor may choose to feature certain classes or 
qualities of livestock for his particular trade, 
This being the practice, it is necessary for the 
small buyers to be able to secure in sufficient 
volume each week the type of livestock that will 
assure their customers of a steady supply throughout 
the year, Each of these small buyers creates 
competition on the supply available. 

The large market assures a volume extended 
over a week with facilities and services available on 
a seven-day-per-week basis and trading five days per 
week, 

It might be well to explain some of the 
operations that take place each day on the public 


livestock market. Shipments of cattle, calves, 
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hogs and sheep arrive mostly by truck, handled by 
the truckers calling at the farms in their particular 
CLetrict torpick up the livestock that is ready to 
be sold, Sometimes a load may consist of from five 
to fifteen different farmer owners, each lot being 
identified separately by the truck driver according 
to ownership, Usually livestock is loaded in 

the early morning hours during the week days and, at 
the end of the week, large shipments arrive on 
Saturday and early Sunday in readiness for Monday's 
market which is usually the big market day of the 
week, 

When the shipment arrives at the unloading 
dock at the Ontario Stock Yards, the driver of the 
truck consigns the livestock to the commission firm 
that has been selected to look after the Shipment. 
From this point on, the staff of the commission 
firm to which it is consigned take over by unloading 
the livestock and driving it to the allotted sales 
pens in use by such commission firm, Here, the 
yard staff attend to feeding and bedding the live- 
Stock, getting it ready for sale by sorting each 
owner's animals separately, as each animal is 
sold to classification on its own merits in order 
to bring top price and highest net return to its 
owner. This is where the sales staff take over, 
Salesmen are men of long experience who are special- 


ists in selling: some sell steers and heifers, 
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others sell cows or bulls. Then, there are other 
Salesmen who do nothing but sell Sheep, lambs and 
calves, Bach salesman must know the value of the 
respective animals and who is likely to be the best 
buyer for the various classes. Every salesman also 
has to compete against salesmen of other commission 
firms to secure the highest prices possible for 

the different classes of animals. 

As soon as sale takes place, the animals 
are driven to the scales operated by employees of 
the Stock Yard Company. The weighmen weigh, make 
the scale record as to ownership, weight and price, 
along with the name of the buyer. The Livestock 
and Livestock Products Act requires that all weighmen 
be approved by the Federal Government, Being em- 
ployed by the Stock Yard Company the weighmen are 
independent of the buyer or seller, 

The operation of 15 sets of scales at 
Ontario Stock Yards is an exacting part of the 
programme. Every precaution is taken to secure 
accurate weights on every transaction, Owing to 
the sensitivity of scales, every scale is checked 
carefully each morning prior to the opening of 
trade. Scales are balanced on every third draft 
during operation and, in addition, spot checks 
are conducted by the supervisory force during the 
day, comparing one scale against the others, At 


regular intervals, the Weights and Measures 
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Department conduct a detailed check to mechanism on 
each scale, Nowhere is there more accurate 

weight furnished than at the public market, The 
automatic punch for weight, together with the 

Apinks Indicator to Show publicly the true balance, 
are both features that add further to the confidence 
of true weight on the scales, 

The scale ticket is recorded in the office 
of the commission firm who mails a complete state- 
ment of record, along with cheque in full settlement 
for the sale of the animals, This cheque is issued 
on what is known as a "Shippers' Trust Account" 
operated under the supervision of the Dominion Govern- 
ment and fully guaranteed by the bond which each com- 
mission firm must retain. 

Thus, the producer ig assured of the utmost 
net results for his livestock with a very small 
charge for the service; actually about li per cent 
of the sale value of the animal, (This is surely 
a minimum marketing cost for any commodity, which 
many large companies would envy.) 

If a shipper should desire to sell and 
handle his own livestock to save the selling charges, 
he te°quite’ at liberty to do so; but it speaks 
volumes for the respect and confidence that patrons 
of the public market have for the various livestock 
Sales agencies that no Shipper takes advantage of 


this privilege and that 100 per cent of the receipts 
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on the open market are sold by one of the seven 
registered, licensed livestock sales agencies, 
Cost for use of market facilities is 
reasonable. There are two fees assessed against 
Sales made on public markets; one, the yardage 
fee, collected for the Stock Yards Company, covers 


use of all yard facilities and services such as 


unloading chutes, pen accommodation, water, scales, 
weighing, feeding, etc. Yardage fees on stock 


received off truck are as follows: 


Cattle 70¢ per head 
Calves 4O0¢ per head 
Sheep 18¢ per head 


In order to protect the shipper against any loss 
due to fire while animals are on the Stock Yards! 
premises, there is a premium payable of 3/4 cent 
per head on cattle and 1/3 cent per head on small 
stock, 

If feed or bedding is required, this is 
supplied by the Stock Yards Company at an additional 
charge. 

Commission merchants charge a commission 
fee for use of their services, These fees cover 
unloading of stock at the receiving gate, delivery 
to sales yards, watering, feeding if necessary, 
selling, delivery to scales, making up statement of 
sales, guaranteeing payment to producer and; “in 


most cases, handing of a cheque to producers on 
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which no bank exchange charge is payable, Com- 
mission fees applicable against deliveries off 


trucks are as follows: 


Cattle, $1.65 per head (25 head and over 
$1.40 per head) 


Calves (under 300 lbs.) 70¢ per head 
Calves (305 to 400 lbs.) 1.00 per head 


Sheep or Lambs .35¢ per head. 
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Market costs, expressed as 4a percentage 
of selling price in the case of choice steers, at 
current market prices, work out to Something less 
than 1% of selling price, A top bologna bull may 
be sold on the market with a marketing cost of 
3/4 of 1% of selling price. Because charges are 
assessed on a per head basis, a different percent - 
age would apply on classes having a different sales 
value, On an average, it is estimated that the 
total cost of selling cattle through Toronto market 
wouldwork out to about 1 1/4% of selling price. 

Percentages are worked out on the basis 
of a new rate schedule which went into effect 
August 4, 1958, Rates were revised for the first 
time since 1951, The changes were moderate; com- 
missions for selling cattle for example were 
raised from $1.50 per head to $1.65 per head, 
an increase of 10%. 

Under The Live Stock and Live Stock 
Products Act, special regulations respecting opera- 
tioms of Stock Yards are issued. Section 13 of 
PC 4298, issued under date of September 1948, 
reads as follows: 

"A (Stock Yards) proprietor shall not 

"permit a commission merchant or 

"co-operative association to operate 

"on his stockyard until advised by the 


"Minister that security as required by 
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"Section 20 of The Act has been deposited 

"with the Department. Such security shall 

"be a guarantee bond of a surety company 

"approved by the Minister in the sum of 

"$10,000 payable to ‘Her Majesty the Queen 

"and conditioned upon proper accounting and 

"payment by such commission merchant or 

"co-operative association of all monies 

"obtained from the sale of or to purchase live 

"stock and the payment of all properly authori- 

"zed charges for services rendered," 
Stringent regulations are set forth under pect Lon by 
of the regulations under which Trust Accounts are 
to be operated, Commission merchants! Shippers 
Trust Account records are subject to regular audit 
by an official of the Federal Government. The 
Live Stock and Live Stock Products Act and Regu- 
lations are designed to make sure that the patron 
of the Public Market receives payment in full for 
any live stock handled by a commission merchant. 

In order to further ensure financial 
protection of the shipper to the public market, 
regulations call for the bonding of all regular 
purchasers with the Toronto Live Stock Exchange 
(the regulatory body on the market) in a sum large 
enough to ensure that no buyers! purchases if un- 
paid will result in a loss to a shipper. No 


Shipper to Toronto market for more than 25 years 
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has failed to receive payment in full for any live 
Stock handled on the public market at Toronto. 

No other live stock outlet in the Province 
of Ontario provides the type of financial security 
to producers as exists at the Ontario Stock Yards, 

The question is sometimes asked: "How 
is it possible to have a uniform price level through- 
out the entire market when it covers such a wide 
area and involves a large number of transactions?" 
Operators on the market exchange views on prices and 
trends from time to time, Each trading day at a 
Stipulated time, a siren is rung, and Salesmen, 
buyers and other interested parties gather at a 
designated spot in the yards, The meeting) is 
presided over by the official live stock reporter 
in the employ of the Federal Department of Agri- 
culture stationed at the market, Everyone ae an 
Opportunity of expressing his views which are 
Summarized by the live stock reporter, Such infor- 
mation is then disseminated throughout Ontario and 
Canada with the co-operation of radio stations and 
newspapers. 

In addition to these official live stock 
releases, as part of their regular service, live 
Stock commission merchants on the public market, 
through the medium of weekly market reports, radio 
broadcasts, special letters, telephone calls and 


Special trips to country points keep clients well 
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advised on market conditions and trends, This has 
a stabilizing effect on the market receipts. 

It is deemed an honour to be afforded the 
Opportunity of presenting even briefly a few of the 
Services available which it is believed make the 
public market an integral part of the Canadian 
agricultural economy in respect to live stock and 
live stock products. 

THE CHAIRMAN: May we ask you a few 
questions? 

MR. PRICE: Yes. 

THE CHAIRMAN: Mr. Drummond, 

COMMISSIONER DRUMMOND: LI wonder, first 
of all, if you could make clear to the Commission 
what is meant by the livestock company ? The Ex- 
change or yards are actually owned by the company ? 

MR, PRICE Sir, basically, I think 
probably there are three individuals or organiza - 
tions involved. One is the Ontario Stock Yards 
Company, which operates the stock yards, The 
Stock Yards Company is owned by the Province of 
Ontario -- by the government -- and is operated 
by a Board made up mostly of livestock producers, 

Another body is the Livestock Commission 
Agent who operates on the market under an agree - 
ment with the Stock Yards Company, and who performs 
a service of either selling or buying livestock 


for farmers! clients for a Commission feesand» the 
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Toronto Livestock Exchange, to which reference 
was made, is a body formed to regulate trading 
practice on the market ana issue certificates and 
€ach salesman on the market must purchase one of 
these certificates before he is permitted to 
operate onthemarket. Does that answer that? 

MR, CAMPBELL: Just to add to that, sir. 
The public market, I believe, is defined as a place 
where two or more firms are in the business of sel- 
ling livestock or the Commission business, and it 
is required that the Livestock Exchange be in 
operation to conduct the affairs of the selling 
agencies of that market. 

COMMISSIONER DRUMMOND: Near the 

top of page 2, you state that the present market 
was opened in 1903, Who was it actually opened by? 

MR, CAMPBELL: Mr, Allen was the 
President of that company and it was called the 
Western Stock Company. They had purchased land 
from the Village of -- I don't know whether it was 


called the Toronto Junction or the Junction of 


Toronto -- but a Sroup of individuals, one of 
the Eatons at that time was on the Board -- he 
was a shareholder -- and other interested people 


in the City of Toronto, who felt there Should be a 
public marketplace for livestock were instrumental 
in getting the company organized in 1903. 


Then, it was reorganized in 1908 following 
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a disastrous fire, and then it has gone bon eae ene 
process of different changes until the Ontario 
Government expropriated the yard in 1944, 

COMMISSIONER DRUMMOND : When we speak 
of the company, would you Say it is more or less 
a closed corporation, or are the shares widely 
Spread? 

MR, CAMPBELL: Actually, the words 
"company" should not have been used in the brief, 
It should have been Ontario Livestock Board, The 
Ontario Government purchased -- expropriated the 
yard from the United Livestock Corporation firm, 
operating with its headquarters in Chicago, in 1944 
and bought off the Shareholders, 

COMMISSIONER DRUMMOND: You give us 
Some interesting figures here Showing the percent- 
age of cattle which are marketed through the 
facilities of the public market and those that are 
marketed otherwise, Have these percentages been 
changing, say, in the last decade or so? 

MR. CAMPBELL: The cattle have changed 
Very little They have, if anything, dropped 
about 3 per cent in the past seven years, The other 
classes of livestock have remained fairly constant -- 
calves have been around about 50 per cent, 51 per 
cent; lambs, about 33 per cent on the public 
market, as against direct buying. That is practi- 


cally owing to the fact that in many cases lambs are 


I ' 
iyfeved§ bs yy 
: 


. L 

i . ’ 
fp 
a 
' ty ; f 
. ’ nel e ‘ 
7 | . | — : 
: oy aa | ? 4 ; 
Tae 7 ‘ 
i 
8 he Or ‘ . 
‘i ' a he ’ Mi 
4 rl ep wt 
} ; | | | 
: oh 2 ; : ¢ at 
: 


= nk a oe 


= 1 ; 
ee Se 3 
by t i Be | | a a 
| . wLsalh | irs sa 
te. al. Wee. ae 
| ) Near i 3 
| aks ‘ 4 i ; ‘ af 
| * ’ , e* { ; 2 i e 7 VeoV 
7 weg 7 a “am 
| ‘ | 2 
| ‘ Her if i er wah i "Lots. c tiga a: 
| ; | cH oe 
| i ramet OY oN wer Le Tac asaet a q . 
' 4 » 4 ad 4 


d iy 4 - - 
by) ab. Wao HI ee ROSH GA mca | ie 
oy ida, ee —— Gap he L 


oa mle sa 


- 


cs ‘. Deh) : rs ae o - 1RaGS ve 
or 
Lt 


oa gh 


") 


7 i j 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO ys 793 


fed in large feed lands by the processor himself, 

COMMISSIONER DRUMMOND: In this con- 
Hection, it tes generally realized that the percent- 
age of hogs sold through the market has become 
relatively smal]. Is that correct? 

MR, CAMPBELL: It was down to about 8 per 
cent arriving at the public market, It now stands 
at about 20 per cent coming to our market, for a 
total of hogs marketed in Ontario, That is an 
approximate figure -- 208,000 marketed from the 
ist of January of this year to the end of August, 
which was about as many hogs as we had in the year 
1952 in the entire year, 

COMMISSIONER DRUMMOND : What is the ex- 
planation of this fact, this apparent fact, that a 
large percentage of cattle continue to be marketed 
on the public market, whereas the percentage of hogs 
So marketed has become relatively small? 

Perhaps I could put it another way. Just 
take the cattle situation alone. Why has the 
percentage remained as high as it is? 

MR. CAMPBELL: There are very many 
different grades of cattle, Possibly, I should 
have Mr. Price answer this, There are so many 
grades of cattle appearing on the market, all of 
which are edible. The quality is different, and 
they fit into different trades, 

By the same token, there are cattle appear - 


ing, aS we have mentioned in the brief, that a 
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packer feels that he would have to buy much cheaper 
because they lack the quality, or lack finish, 

rather, where any feeder or farmer operator would 

come on the market and say, "These cattle, in 90 

days or 120 days would grade Red Brand, or a high 

Blue Brand quality. We hope we can make a Dror 3c, 
itso, We will bid”“just a Tittrve bit more. We can 

buy more possibly than the processor can and gamble--" 
if you can use the term in making a profit -- 

"during the 90 to 120 days". 

That is one phase of it, I would say 
chiefly because the cattle go into different grades, 
Even on finished hogs, for example, are sold on a 
dressed grade basis, and standard weight being 
around 210 1bs., or thereabouts. And, for that 
reason, they have drifted into processing trade, 
because they settled on, after they have been killed 
and graded by government graders. Cattle -- they 
are Still sold on their merits as to what those 
cattle might dress out and it may be different 
even Lm a Load of cattle: There is a much higher 
value in the animals involved as against in hogs, 
too. 

COMMISSTONER DRUMMOND: You mentioned 
at one point in the brief that it is necessary to 
have a fairly large volume of the different kinds 
of stock available in order that the smaller 


purchasers may be able to get the particular brands 


- - 


at — a a al 


ian an - 
7 


te 


meyers ee. Te 


Wow. ayes 


rACoe¢ 


’ 
x 


80 [ib 62 oye 


oo ae 


Sf ee LOY 


a 


Loulky pares at “4 i 
sete eat herbt ate, ag igh 
‘ et Wy 


7 wv, 
ic) ae 1s. +7 y 
bal bees mt 
7 : 


ar a +. a eR 4 int " Tj OAS 
a Se 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO ie 795 


they require? That statement would not apply in 
thecase of hogs, would it? 

MR. CAMPBELL: No. Certain buyers may, 
in their trade, develop a clientele or group of 
customers that can feature certain classes of meat, 
and they concentrate on that particular feature 
that they have, and they endeavour each week to get 
sufficient quantity of that quality to keep that 
customer evenly supplied throughout the year, 

The large processor handles that same 
quality, but handles all qualities. He is equipped 
to handle that. 

COMMISSIONER DRUMMOND : We speak of 
Shrinkage of livestock on route to market, We 
hear a great deal about shrinkage in the case of 
hogs, Is there anything like a corresponding 
figurevin the ease: of tattle? 

MR. CAMPBELL: We have no figures on 
that -- work that has been done by research people, 
Specifically in Canada -- that I know of, but, in 
the University in Illinois and Iowa and Indiana, 
work has been done along that extent, Between 
50 and 60 per cent of the Shrinkage, according to 
their figures, appears at the loading, and the 
first ten miles of the journey. Beyond that, the 
Shrink diminishes down, The same thing applies 
with cattle. The larger "shrink As sin “the first 


ten or fifteen miles, 
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They have had trucks equipped with scales 
that weighed cattle from the feed lot, right 
after they were loaded, before the trip was started, 
and then at five or ten-mile intervals, going up as 
high as 200 miles, to market. But, the biggest 
Shrink comes in the first ten or fifteen miles, 

The cattle settle down after that period of time. 

COMMISSIONER MARTIN: Is it also true 
with calves? 

MR. CAMPBELL: The principle holds really 
true with all classes of livestock. Calves might 
taper off a little in their shrink, You are speak- 
ing of veal, now? 

COMMISSIONER MARTIN: Yes. 

MR. CAMPBELL: I would think that calves 
would have a more gradual shrink-through, because 
they are nursing at the time they are being marketed, 
and if they are not.sold in a period .of a few years. 
the shrink begins to add up pretty quickly. Other 
livestock, on hard feed, is a little different type 
of proposition. 

COMMISSIONER DRUMMOND: 18. 1G¢a fact 
that not all of the processing plants scattered 
around Ontario are actually equipped to process 
cattle, whereas they are to process hogs? 

MR. CAMPBELL: Just whether they are 
equipped to process cattle -- not all of them do 


process cattie. Just -- we have processing plants 
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that process only hogs, but, beyond that, the other 
plants will process all classes of livestock, if 
there are any other classes, 
What I am meaning to Say is if they are 
killing lambs and calves, they usually kill cattle 
and hogs, Some of them don't kill hogs at all, 


but feature on catthe, 
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COMMISSIONER DRUMMOND: Would it be 
correct to say that there is greater concentration 
of cattle slaughter in the vicinity of Toronto than 
of hogs? 

MR. CAMPBELL: I couldn!t give you that. 
We estimate 60 per cent of the hogs are killed in 
Toronto. We have always taken it at about 60 per 
cent of the cattle or better are killed in Toronto. 
I would say more than 60 per cent of the cattle are 
killed in Toronto. 

COMMISSIONER DRUMMOND : Just one other 
factor on the same question: Is it a factor that 
a considerable percentage of the cattle sold in 
the market here come from Western Canada, whereas 
that is not true in the case of hogs? 

MR. CAMPBELL: At the present time - I 
am speaking currently now - by far the largest per- 
centage of cattle being sold are Ontario cattle, 
which may have originated from Western Canada. In 
the last few years the feeder cattle from the West 
have gone across the line from Western Canada, so 
we are not getting that supply. Our largest per- 
centage of cattle are Ontario cattle, wouldn't you 
say S60") Mr; Price? 

MR. PRICE: Yes. It might help to point 
out here that we do have a problem in Ontario be- 


cause of the large volume of cattle in the Canadian 
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West. The cattle are produced in the West, but the 
major consuming centre is in the East, and we do 
have large car lot numbers coming down in the live 
state from the Canadian West and also in the shape 
of beef, So, that is a factor which those operat- 
ing the stock yards must have constantly in mind 
and strive to keep themselves well informed on that. 

MR, CAMPBELL: I would think the number 
of cattle coming down as slaughter cattle from 
Western Canada to our market is less than it was 
a few years ago. 

MR. PRICE: It. is 20,000 less, upto. the 
end of August, than it was a year ago. 

COMMISSIONER DRUMMOND: On page 3 you 
say, "The driver of the truck consigns the live stock 
to the commission firm that has been selected to 
look after the shipment." Why would he select the 
commission firm? 

MR. PRICE: Actually, as we point out in 
the brief, there are seven commission firms, SO) 
it is a very highly competitive business, and he 
bases his selection, I would say, on previous ex- 
perience at the market, or possibly on some form 
of advertising which he may have received, through 
radio broadeasts, for example; or, I think a lot of 
them perhaps base their selection on what their neigh- 
bour does - the commission firm he has probably heard 
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COMMISSIONER DRUMMOND: The actual selection 
is made by the farmer? 

MR. CAMPBELL: Not always. 

MR is vP RICE: Usually the live stock trucker 
is a key man in the community, and he wields a great 


deal of influence, speaking to the farmer and in- 


fluencing him to go to the commission firm not 
necessarily of the farmer's choice. 

MR, CAMPBELL: In a good many cases the 
farmer indicates which firm to go to, and in other 
cases he leaves it to the trucker. 

COMMISSIONER DRUMMOND: 4 little further 
down the same page you say, "This is where the sales 
staff take over". You have seven commission firms, 
and you also say that there is a great deal of 
‘eee eae selling, in this kind of live stock 
and some in others: What would the total sales 
staff be roughly? 

MR, CAMPBELL: About 50,, 1..would say. 

COMMISSIONER DRUMMOND: You mention that 
farmers actually have the option of doing their own 
selling, but there are disadvantages phetea ric 4 O-Cmam S| 
there any reason, apart from the fact that you have 
specialized salesmen to do the job, that accounts 
for this? 

MR, CAMPBELL: Well, I think while they 
have that privilege of selling their own live stock, 


and it is in the Livestock and Livestock Products Act, 
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we also have it in the tariff: When a farmer sells 
his own live stock on the market, then he has to run 
his chance on whoever he sells that live stock to 
having the money to pay for it, He does not have 
the protection of the bonding and financial security 
that goes with the clearing of the live stock, if 
he sells to someone he is not familiar with, then 

he runs the chance of having difficulty in getting 
payment, at different times, He loses that 
financial coverage that he gets under bonding and 

so forth with the commission firms. 

COMMISSIONER DRUMMOND: You have seven 
commission firms at the moment: Is that any less 
than you had, say, ten years ago or so? 

MR, CAMPBELL: One more. 

COMMISSIONER DRUMMOND: In that group 
you have included one co-operative commission firm? 

MR, CAMPBELL: Yes, one co-operative 
commission firm, Actually, the Hog Producers CGo- 
operative is listed with us as well, as a commission 
firm, making eight. 

COMMISSIONER DRUMMOND: You have these two 
types of fees: The yardage fee and commission and 
selling fee. From your brief it is reasonably clear 
as to where the functions of the stock yards proper 
begin and end, and where the others begin: Perhaps 
you could give us a little bit further detail on that? 


What I really want is the dividing line between the 
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MR, CAMPBELL: That is pretty clearly de- 
fined in our operation day by day, but I don't know 
whether I can explain it as CLCareys The stock 
yards Board, in our case, and the other companies , 
own the facilities; they provide the accommodation 
for weighing, supply the food, they unload the 
live stock off rail, and live stock that is pass- 
ing through the terminal market for food and rest, 
According to the regulations by the railways, they 
must stop every 36 hours for food and rest; we 
provide that service for the handling of live stock 
across Canada, and we have the overhead of lands, 
buildings, and taxes, and so forth that go with the 
operation. The weighing, for example, is independ- 
ent of buyer and seller, The stock yard company 
has always been given that responsibility of weigh- 
ing live stock after it has been sold by the 
commission firm and purchased by the packer. We 
hold that live stock until such time as they release 
i ree In other words, they say, "This live stock has 
been paid for", and then we release it, We supply 
the water, as I say, and so forth, that go with the 
facilities, keeping it clean and disinfected, and 
on that basis we charge a fee, 

The commission firms are responsible for 
the selling and care of the animals, while in their 


jurisdiction to sell, and they are also responsible 
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that the farmer who delivered them there is paid 
in full for his live stock regardless of what is 
happening in the course of the sale. A record 
must be kept of every transaction. We keep a 
record of every transaction in the yard for ten 


years through our scale ticket operation, and the 


commission firm is the same, 


COMMISSIONER DRUMMOND: In respect of both 
these types of fee, you charge so much perruns © 
I know there has been consideration from time to 
time given to other bases of charging - in other 
words, a percentage: Can you give us very briefly 
Some of the reasons why that particular method has 


not been favourably considered? 
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MR. CAMPBELL: NOs ah, it 18a rather 
complicated method, Our sales are on the basis 
of about 1.7 mills per draft or sale, We have 
weighed as many as 6,000 cattle in a day which 
would have to be computed on a percentage basis 
to figure the fees, Secondly, on the uniform 
type of fee it is a little bit easier type of 
trading to police than it would be to audit or 
examine their statements day by day to see whether 
a man was ever charged, or what the case may be, 
His is a definite set fee based on about what the 
Service would cost so that for the animal, regard- 
less of value, it will even out to somewhere close. 
As I say, it is a much easier method to check from 
an administrative standpoint. 

COMMISSTONER DRUMMOND: It does have 
this disadvantage, I expect, of costing more to 
the person who has a lower quality animal, 

MR, CAMPBELL: That is possible, yes. 

COMMISSIONER DRUMMOND: On page 6 when 
you speak about the entire market you are thinking 
of the entire market at the stock yard? 

MR, CAMPBELL: Yes. Intalking with the 
farmers and shippers they indicate certain outlets 
they might sell livestock through. Take the figure 
of 24 cents. Maybe some cattle sold for 24 cents. 


You immediately state, "Now, there were only half a 


dozen cattle sold at 24 cents, We don't know whether 
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that represents what ours might have brought on 
the market," When the price is quoted as 24 
cents on the public or terminal market we know a4 
large enough number have been sold at that price, 
otherwise they could not quote it. We would know a i 
our cattle are that quality that is about what 
they would be worth, If it were a smaller outlet 
we would not be sure whether it was 23 1/2, 24, 
Se RY oh On a carload of cattle weighing a 
thousand pounds apiece that could amount to quite a 
lot. He likes to know the price quoted is 24 cents 
for top steers then he knows a sufficient volume 
have been sold at that price and he can get just 
about that price for them, 

COMMISSIONER DRUMMOND ;: You indicate 
here you have facilities for a daily meeting of 
the parties concerned to consider the price situa- 
tions, 

MR, CAMPBELL: The method of handling 
market reports we think is very, very sound, If 
one individual is asked to quote on a market price 
he may be over-optimistic or over-pessimistic, 
which could influence the price one way or the other, 
In the meeting of buyers and sellers, each in dis- 
cussion, when the price of a certain quality is 
discussed and one person is over-optimistic the other 


says, "That is not it. You may have sold two or 


three like that but a lot more were sold at a quarter 
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less", By gradually going up and down they agree 
that such and such was about the average for that 
quality of product sold, It avoids any possibility, 
as I say, of someone individual being over-optimistic 
or over-pessimistic which could influence the market 
greatly. 

COMMISSIONER DRUMMOND : Tat. Le sile Sit 

COMMISSIONER WALTON: I was wondering 
on these trucks that pick up the cattle, are they 
Commission agents? 

MR, CAMPBELL: No, they are in the trans- 
portation of livestock from the farm to the market, 
They are a separate unit entirely. They are 
licensed by P.C.V. licence within the province to 
draw livestock within a certain area to the market, 
There is no specific regulation as to where they 
must deliver unless the farmer has any agreement 
with them, 

COMMISSIONER WALTON: What about packing 
charges? Those are over and above? 

MR. CAMPBELL: They are over and above, 
The price figures we have given you is what happens 
after they arrive. Trucking charges vary, of course, 
with the class of livestock and the distance, some- 
where around 50 cents a hundred or thereabouts -- 

40 to 50 cents per hundredweight. That is about 


the trucking charge. They may pick up one animal 


——— from a farmer or truckload, depending what he has ready 
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COMMISSIONER WALTON: You have indicated 
in your negotiations you more or less set the 
pattern that the packers pay for the same quality 
of livestock, 

MR, CAMPBELL: Yes, through competition 
on the market, The large processor bidding against 
the small processor. Also there is the bid of the 
man who watches the prices and says, "I can take them 
home for that money and put more weight on them", 
Those three factors of competition influence the 
price paid on the market, 

COMMISSIONER WALTON: There are one or 
two provinces that don't have the same type of thing, 
To your knowledge where there are no public stock 
yard facilities available, and perhaps the processor 
is buying direct and that is the only outlet for 
the farmer, does the Toronto quoted price have any 
bearing on, for instance, the Atlantic Provinces? 

MR. CAMPBELL: Yes, All quoted prices, 
it might be Calgary, Edmonton, Winnipeg, or Toronto 
could influence this and must influence them to Some 
extent because there is a product to sell. Other- 
wiseif he is’ too hich“in his price on livestock 
his competition can move by transportation the 
finished product from this province and offer it 
for sale, He must buy in some relation to the quoted 
price’, 
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the provinces where there is the Situation. Do 
you know whether the prices tend to be a little 
lower where the processor is his only outlet? 

MR. CAMPBELL: I would not want to 
answer that without having the figures at hand, 
I know of two provinces where there are two markets, 
I know the two markets have influence over the 
province, The prices have to be somewhere close, 

COMMISSIONER WALTON: Thank you. 

THE CHAIRMAN: Are there any other public 
auction markets for livestock in Ontario? 

MR, CAMPBELL: There are about 60 licensed 
auction markets in the Province of Ontario for sel- 
ling livestock, They are one-day markets, They 
meet sometime in the afternoon orevening and some- 
times during the day. They are located in the 
various parts right from Windsor to the quebec 
border. They are not under the Federal Jurisdiction, 
they are under the Provincial Jurisdiction. In 
many cases these have served a very useful purpose 
in the transfer of farm to farm livestock. In 
many cases tne drover used to go through the 
country buying livestock from farm to farm. We 
find that farmers and neighbours sometimes don't 
like to price livestock to each other, They feel 
free if they bring them into the local auction 
which is held one day a week, they feel no embar- 


rassment that the pricing is too high or too low 
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to a neighbour of theirs, They just buy in com- 
petition with someone else. It is a medium of 
farm to farm trading. in the selling or 
Slaughtered cattle in any large quantity they so 
far have not had the volume to any great extent. 
They are only offering the service to the community 
one day a week and it does not add too much towards 
the processing of meat animals. 

COMMISSIONER WALTON: Which is your 
busiest day in Toronto? 

MR. CAMPBELL: Monday is the busiest 
day and then Tuesday and Wednesday. Then it 
more or less tapers off to the end of the week, 
We would much prefer, I think the whole trade would 
much prefer to see the business even out over the 
week, Every big market in North America is faced 
with the same problem of a big run on Monday and 
then it tapers off. 

THE CHAIRMAN: How many buyers would you 
have in the market on Monday? 

MR. PRICE: I would say first of all we 
Should perhaps define what you mean. 

THE CHAIRMAN: How many buyers would you 
have bidding on livestock on Monday? 

MR. PRICE: We did check that. This 
count was taken in the fall of the year. It 
was something more than 100 at that particular time. 


That is individuals who had made purchases on that 
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particular day, 

THE CHAIRMAN: Did that drop off dur- 
ing the week? 

MR, PRICE: That would be the first of 
the week, Thac would be the first of the week 
where we had the largest volume, yes. 

COMMISSIONER DRUMMOND: On a normal day 
I suppose the number of buyers would not be too 
much? 

MR, CAMPBELL: Oh, fifty buyers, 

COMMISSIONER DRUMMOND: If you had this 
evening out over the five-day week, do you feel you 
would have a sufficient volume in each of the five 
days? 

MR, PRICE: if we had the same volume 
we have now spread out over the week, it would do 
a great deal toward easing the whole Situation, 
The livestock would not be held ag long before 
being processed, The difficulty lies in the fact 
that on Monday there is the labour force to look 
after and he is afraid the receipts might be down 
on Wednesday. He is going to buy all he needs on 
Monday. He is fearful he eannot meet his trade 
at the end of the week, 

COMMISSIONER DRUMMOND: There is one 
other thing you mentioned. You said you revised 
your rates for the first time since 1O51. in 1957. 


What was the basic explanetion of that rise? 
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MR. CAMPBELL: MLeier costs. 
COMMISSIONER DRUMMOND: Of what? 
MR, CAMPBELL: Labour in our case, 
labour and overhead, We are under the United 
Packing House Workers Union and there have been in- 
creases if the cost of labour, nr LoSly eux “hourly 
rate on the yard was $1.09 and at the present time 
$1.56 is the base rate. That has added to our 
cost tremendously. 

THE CHAIRMAN: Have you changed the cost 
of feed? 

MR. CAMPBELL: It has stayed fairly 
constant. We haven't changed on the price of feed. 
There are some years when the merchant is cut down 
tremendously. We have never added costs to the 
producers on feed, The cost of feed in our 
case is the cost delivered to the barn plus the 
nandling of feed and commission: per mileage. Some- 
times when one animal is left in the pen twenty lbs. 
of feed might be ordered for the animal and there is 
the cost of handling, plus storage and so forth. 

No grain is fed to the cattle on public market. 

THE CHAIRMAN: Thank you very much, Mr, 

Campbell and Mr. Price, for being here. We will 


now adjourn until this afternoon. 


---(Whereupon this hearing adjourned at 12.30 p.m., 
to resume at 2.00 p.m.) 
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SUBMISSION OF 


YORK TRADING LIMITED 
a 


Appearances: 


Mr. H. R. Berg - General Manager 


THE CHAIRMAN: The first presentation 
this afternoon is on behalf of York Trading Limited, 
and Mr. H. R. Berg, who is the general manager, is 
present. Mr. Berg, if you would like to move up 
to one of these chairs, I would like to say that 
we are grateful for the co-operation of your office, 
We sent you earlier a very lengthy questionnaire, 
and we appreciated your willingness to complete 
this and send it back to us eventually. However, 
we are pleased also to have you here today. We 
understand you have no written Submission, 

MR, BERG: That is. right. 

THE CHAIRMAN: We will be glad to ask 
you a few questions just so that we can get to 
Some understanding of the nature of the business 
and operations, I am going to ask Mr. Drummond 
if he will start off, and see where we can go from 
there, 

COMMISSIONER DRUMMOND: Mr, Berg, perhaps 
you could give us very briefly a little bit of the 
history of York Trading. I understand it was a 
Wholesale firm, 


MR. BERG: That is right, 
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COMMISSIONER DRUMMOND: Engaged in whole- 
Sale business to begin with? 

MR, BERG: That is right, 

COMMISSIONER DRUMMOND: Could you trace 
from say that stage up to the present very briefly 
for us? 

MR. BERG: I have only been with the 
company since the lst of September last year. 

From my knowledge of the company, I know the opera- 
tion being a wholesale company with seven branches 
in the Province, and serving independent grocers, 
with a limited number of voluntary food stores 
under their Superior and Carload name, 

COMMISSIONER DRUMMOND: You operate 
Carload in Ontario? 

MAS SBERG a. Thatidhsartcht., 

COMMISSIONER DRUMMOND: Under an Ontario 
Charter? 

MR, BERG: That. is right. 

COMMISSIONER DRUMMOND: Your firm is known 
as what is sometimes called a Sponsoring firm; 
is that correct? 

MR. BERG: Yes, 

COMMISSIONER DRUMMOND: What does this 
word "sponsoring" really entail? 

MR. BERG: Well, the stores that we 


Sponsor use our name in addition to their own over 


"Carload" or "Superior", depending on the type of 
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Store and the volume of business that they do. We 
Supply them with advertising material as well as 

8. certain amount of newspaper advertising, window 
posters, and material of that type, and give them 
& line of merchandising plans with them, such as 
Specials in storage material, and supervision, 

COMMISSIONER DRUMMOND: Who takes the 
initiative in establishing connection between the 
independent grocery store and your company? 

MR, BERG: Well, normally we do. There 
are cases, of course,where some of the independent 
persons want to become part of the chain and 
approach us, but I woula Say for the most part 
the approach is from the company to the independ- 

ent grocer, 

COMMISSIONER DRUMMOND: When your company 
Starts out to enlist the co-operation of the 

| independents, what basis or criteria do you use 
in selection? 

MR. BERG: Well, the volume of the store 
is of course one of the first considerations. The 
type of the store that it is. What their facilities 
are, Whether they handle a complete line of food 
products, such as a complete line of meat, produce 
and groceries, Those are the main things. Of 
course, the type of person who is operating the 
store, 
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thoroughly investigate? 

MR. BERG: That is rigne. 

COMMISSIONER DRUMMOND: Would the matter 
of volume be a pretty important thing? 

MR. BERG: Yes. 

COMMISSIONER DRUMMOND: I understand 
that some of the Sponsoring wholesalers tend to 
concentrate more or less on the larger - 

MR, BERG: There seems to be both in 
operation, In our own case, our Carload stores 
are the larger Stores, and the Superior stores 
are the smaller stores, 

COMMISSIONER DRUMMOND: What is the 


Significance of this word "Carload"? 


MR, BERG: I do not know, That is a 
word that was coined I Suess by the previous 
management of the company. 

COMMISSIONER DRUMMOND: You call them 


Carload Grocerterias and Superior Stores? 


MR. BERG: That is right. 
COMMISSIONER DRUMMOND: To what extent do 
you actually own - 


MR. BERG: We do not. 


COMMISSIONER DRUMMOND: None at all? 

MR. BERG: No, 

COMMISSIONER DRUMMOND: You do own the name? 
MR. BERG: Yess 


COMMISSIONER DRUMMOND: How long since your 
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firm started this Sponsoring? 

MR, BERG: I cannot tell you exactly, 
but my understanding is that they were one of the 
first of the wholesale houses to start a voluntary 
group of stores, and originally, I am told, the 
people who became members of the voluntary group 
also owned some stock in the company, but that is 
no longer the case, 

COMMISSIONER DRUMMOND: Is there no such 
thing as optimum number of stores that you want 
to have under your control? You are interested 
in increasing the number? 

MR. BERG: That is right. 

COMMISSIONER DRUMMOND: Is there any 
particular section of the Province that you would 
either stay out of or piefer to go into? 

MR. BERG: Well, we are confined to the 
area which we can serve economically. The branches 
that we can operate. The central part of Ontario, 

COMMISSIONER DRUMMOND: Your headquarters? 

MR. BERG: Our headquarters are in Toronto. 

COMMISSIONER DRUMMOND: What about the 
distribution of the products from your headquarters? 

MR. BERG: What do you mean? 

COMMISSIONER DRUMMOND: The units. You 
do not undertake any physical - - 

MR. BERG: Distribution of goods? 


COMMISSIONER DRUMMOND: Yes; 


coor 
me Y 


. 
yfenasea we P= 


vis liwie Sct RIA ' ie allt 


st pr aonee 3 we 


at 


‘dni anbeed oom. ite 19K 


rte 
aaeun Mmifas Jit & ant Ww 
als , 


Lay ey ova 2% 
‘ ae 


Sales yond: at 
aye 


ia ah 


2 * & 
> 


= Le aD wed ? 


ce _ - 


. yi tot pa podtuds 


Sa 
las > ee Fa pie | a 5 wdeedear® 


Piet - » en ie 
st rita ADASS 


” 
a 
es 


ae a ghee 
:CuQm Tu. Paw 


ANGUS, STONEHOUSE & co. ETD: 
TORONTO, ONTARIO 


2617 


MR, BERG: Oh, yes, 

COMMISSIONER DRUMMOND: How is that under- 
taken? Do you do that with your own facilities? 

MR, BERG: Oh yes, with our own trucks, 

COMMISSIONER DRUMMOND: How about the 
actual mileage that products have to be hauled to- 
day as compared with Say five or ten years ago? 

MR. BERG: Well, I do not think there is 
very much difference in that length of time, There 
was a time considerably prior to that when the whole- 
Salersserved the customers at greater distances, 
and a lot of it was done by rail in earlier days. 
Nowadays, I think I am safe in saying thatyit 2a 
all handled by truck in this part of the country 
at least, and the distance you serve is governed 
by the economy of service, 

COMMISSIONER DRUMMOND; You tend to keep 
your stores within a fairly limited range. 

MR, BERG: Yess 

COMMISSIONER DRUMMOND: Therefore the 
average mileage does not tend to increase too much? 

MR, BERG: No. 

COMMISSIONER DRUMMOND: How do you decide 
the terms or the arrangements that you enter into 
with these indpendent stores? Is it a pretty 
Standardized pattern? 

MR, BERG: You mean with our voluntary 


groups? 
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COMMISSIONER DRUMMOND: Yes. 

MR. BERG: YOoRs AG ted 

COMMISSIONER DRUMMOND: You simply come 
forward with a set of conditions, and they either 
accept or reject them? 

MR, BERG: That is right. 

THE CHAIRMAN; What proportion of your 
business is done with your sponsored stores and 
how much with independents? 

MR, BERG: I have not any definite 
records on that. Our sponsor group is comparably 
Small, confined almost entirely to the Toronto 
Branch, whereas 4 large proportion of our business 
is done with people who are not part of our opera- 
tion, 

COMMISSIONER DRUMMOND: Does your control 
over your stores, does that include control over 
their price policy? 

MR, BERG: We only suggest it. We do 
not require them to maintain the price except on 
items that are advertised. 

COMMISSIONER DRUMMOND; What proportion 
of prices are normally advertised? 

MR, BERG: AS a rule from four to six 
each week, That is to say, special prices, 

COMMISSIONER DRUMMOND: Do you tend to 
vary those? 


MR. BERG: Oh, yes. 
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COMMISSIONER DRUMMOND: We have heard a 
great deal of this nature of this retail business 
and wholesale business. What particular forms of 
competition do you mainly rely upon to expand in 
volume? 

MR, BERG: Well, we have to rely almost 
entirely on price and services, 

COMMISSIONER DRUMMOND: What all would 
be included under the terms of service? 

MR. BERG: Well, the type of delivery 
we can give them; the uniform time of delivery, 
and things of that sort. 

COMMISSIONER DRUMMOND: We have under- 
Stood that historically businessmen generally relied 
on price appeal and quality appeal and perhaps 
Service appeal, and we have been told that more 
recently there are other types of appeals used, 
Would you comment on that? 

MR. BERG: I do not know just what is 
meant by that. We have no other type of appeal 
that I know of. 

COMMISSIONER DRUMMOND: You are, of course, 
interested in the wholesaling end primarily. 

MR, BERG: Yes. 

COMMISSIONER DRUMMOND: And you would 
not be interested in the firm practice of the 
retailer in offering a variety of coupons and pack~ 


age appeal and what not? 
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MR. BERG: I would not say we would not 
be interested in them because they develop some 
type of merchandising or some Plan that is going 
on, to improve our business and improve their 
business - do you mean we Sponsor anything of 
that type? - No, 

COMMISSIONER DRUMMOND; In your opinion 
do you think those particular types of appeal - 
you know what I mean - do you think they actually 
do result in expansion of sale and therefore in- 
directly to you? 

MR. BERG: Yes, I should think they do, 

COMMISSIONER DRUMMOND: In total? 

MR. BERG: I do nots Know: That is a 
difficult question to answer whether it goes to 
the people who do the best job of promotion and 
takes away from the other person - that is some- 
thing I would not try to guess, 

COMMISSIONER DRUMMOND: In other words 
there is that problem of deciding whether these 
appeals do result in an expansion in total to 
food consumption - purchases - or whether eM rine GC 
matter of going from one to the other. 

MR. BERG: That is something that I would 
not want to say. 

THE CHAIRMAN: We had a witness here the 


other day who said when Somebody develops 4 fancier 


—————— package than he has, he has to protect himself by 
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having just as fancy - a package. He said it is 
all very stupid. Would YOU agree with that? 

MR. BERG: I do not know whether I would 
call it stupid or not, but I think he is faced with 
that necessity of trying to meet - 

THE CHAIRMAN: The implication was that 
it does not sell any more product and this is a 
point which is of considerable interest to us, 

MR, BERG: 1 ao not know. I suppose it 
could very well switch from one sale - from one 
type of product to another, 

COMMISSIONER MARTIN: Or one brand to 
the other, 

MR, BERG: But to what extent I would not 
be prepared to even make a guess, 

COMMISSIONER DRUMMOND: Why do you think in 


actual fact practice thishas ever been necessary? 
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MR. BERG: Well, everybody is struggling 
for more volume. That is the reason these things 
are done -- to give you a larger volume of business. 

COMMISSIONER DRUMMOND: Do you think that 
that particular trend of appeal is more effective in 
achieving that objective than a price appeal? 

MR. BERG: I think the two have to ZO 
together, I don't think any one thing -- it has 
got to be a combination of things. 

COMMISSION R KIDD: I am just wondering 
where your company fits into the overall picture in 
this province, Can you give us any estimate of 
that? 

MR. BERG: You mean our relation to the 
other wholesalers? 

COMMISSTONER KIDD: In size? 

MR. BERG: In size, I don't know. ay 
think we are considered me of the larger ones. Just 
where we fit into the picture I am not sure. 

COMMISSIONER KIDD: I think Dr. Stewart 
asked you this question partially, but I could re- 
phrase it. Do you sell to any companies other than 
your associates? 

MR. BERG: You mean other than our volun- 
tary group? 

COMMISSIONER KIDD: Yes. 
MR. BERG: Oh, yes. 
COMMISSIONER KIDD: You do? 


MR. BERG: Yes. 
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COMMISSIONER KIDD: To the independents? 

MR. BERG: Yes. 

COMMISSIONER KIDD: Do you exercise any 
selection over the products that you require to be 
handled by the independents? 

MR. BERG: No; ne. 

COMMISSIONER KIDD; Do you buy on the same 
market as the chain stores? 

MR. BERG: Messy 

COMMISSIONER KIDD: Have you any firms 
which are suppliers of products to you -- private 
brands? 

MR. BERG: A few. 

COMMISSIONER KIDD: Do they supply -- do 
those people Supply to others than your own company? 

MR, BERG: Yes. 

COMMISSIONER KIDD: You don't know them? 

MR. BERG: No. 

COMMISSIONER KIDD: How is that done? 

On a brand basis, or what? 

MR. BERG: Vege 

COMMISSIONER MacKICHAN: These three 
different names ~- Carload Groceteria, Superior 
Stores and Dominion Hardware Stores -- is hardware 
the bulk, or fairly large in your business? 

MR. BERG: We are not in the hardware 
business any more. That charter is being transfer- 


red to another company. We have been out of the 
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hardware business for some time, 

COMMISSIONER MacKICHAN: Mutual Shoe 
Stores? 

MR. BERG: Same. 

COMMISSIONER MacKICHAN: The same? 

MR. BERG: Ven. 

COMMISSIONER MacKICHAN: I am just wonder- 
ing if those were regarded as having a higher mark-up 
and helping along in your business? 

MR. BERG: Weare only in the grocery 
business now, 

COMMISSIONER MacKICHAN: t+ See, "Special 
izing in that? 

MR. BERG: Yes. 

COMMISSIONER MacKICHAN: That is the only 
thing I have at the moment. 

COMMISSIONER MARTIN: Is the percentage 
of your total business made in food, mainly? 

MR. BERG: I can't give you an answer, 
because we don't break it down that way. Certainly, 
if you are talking about non-foods, as they are 
described, and foods, a large part of our business 
is in foods, and a smaller portion in the non-foods. 

COMMISSIONER MARTIN: And are you handling 
all food production, under all forms -- I mean fresh, 
frozen and so on? 

MR. BERG: Such as what? 


COMMISSIONER MARTIN: Fresh or frozen? 
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MR. BERG: No, We don't handle fresh 
and frozen, We only handle what is known as dry 
groceries, 

COMMISSIONER MARTIN: Okay, Chat 15) a11. 

COMMISSIONER WALTON: In your branch 
stores, if they had a meat counter and a frosh 
vegetable counter, they would get their supplies 
from others? 

MR. BERG: Yes, that Ls right. 

COMMISSIONER WALTON: Following up the 
question asked a little earlier, on your Superior 
Stores and your Carload Groceries, which are your 
two main Sponsoring stores, have whey, to your 
knowledge, in the retail end, entered into the 


premium or the trading stamps? 


MR, BERG: Pardon? 

COMMISSIONER WALTON: Would they do it 
sort of as voluntary chain collectively or 
would it be up to each individual store? Do you 


have any knowledge of that? 

MR. BERG: Well, when you say collectively 
that is assuming that we promote something of that 
kind, which we haven't done, 

COMMISSIONR WALTON: You said you didn't 
promote them, Do Superior Stores suggest "xX" 
store have the same? 

MR BERG: Not necessarily. 


COMMISSIONER WALTON: They don't? 
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MR. BERG: No, They might go into separate 
arrangements for some plan of their own. Each one 
could be doing something different. 

COMMISSIONER WALTON: There is no uniform 
policy applying to them? 

MR. BERG: No, 

COMMISSIONER WALTON: Do you feel that 
every grocery store in the same stown has gimmicks 
and that there is not much advantage in the final 
analysis? Would you agree with that? 

MR. BERG: Whether they should all --- ? 

COMMISSIONER WALTON: No, If someone 
starts a premium stamp or a trading stamp or some 
sort of gimmick there, and initially they might en- 
tice more customers in and increase their volume, 
then perhaps competition might force all like type of 
stores in, and if everybody is in it, do you think 
there is any great advantage except that another load 
had been superimposed on the grocery bill? 

MR. BERG: I think that is about the way it 

as been working, from my understanding of it, 

THE CHAIRMAN: Would life be more pleasant 

or you if you didn't have to bother with this sort 
f thine? 

MR. BERG: Pardon? 

THE CHAIRMAN: Would life be more pleasant 

or you if you didn't have to bother with this sort 


f thing? 
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MR, BERG: Well, I don't know. This 
business has always been a highly competitive 
business, and we have always been used to new 
things coming along, and I am inclined to think life 
might be a little dull if we didn't have these things. 

THE CHAIRMAN: You don't want to see anyone 
try to stop it, anyway? 

MR. BERG: Well, EI don't know, There 
are some things that probably might be stopped, but I 
wouldn't know what they would be. Where are you going 
to start? If you stop one thing, and something else 
is going to crop up, some new idea? 

COMMISSIONER DRUMMOND: What about the per- 
centage of your business? I think you said a while 
ago that the percentage with independent stores is a 
relatively small part-of your total? 

MR. BERG: Ver. 

COMMISSIONER WALTON: Is it increasing? 

MR. BERG: Mes 

COMMISSIONER DRUMMOND: Fairly rapidly 
recently? 

MR, BERG: Not rapidly. 

COMMISSIONER DRUMMOND: Do you detect a 
tendency on the part of independents to link up with 
wholesalers? 

MR. BERG: Well, you see, we read in pub- 
lications that there is a great tendency in that re- 
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of independent retailers into some form of voluntary 

ohnadin. I would imagine probably because they feel 

or they know a lot of control is going to be taken 
out of their hands. 

COMMISSIONER DRUMMOND: Thus, they are 
willing to go along with the chains. Do they feel 
that the special advantages and services -- super- 
vision and so on -- that they get are worth more than 
the loss of that indcyvendence? 

MA ow BERG 3 I think so. 

COMMISSIONER DRUMMOND: They are the type 
of people who are willing to go along? 

MR. BERG: I think the fact that the volun- 
tary chains are growing is a good indication of that. 

COMMISSZTONSR DRUMMOND; Do you envision 
a possibility in the measurc».Je future of practi- 
cally all independents becoming members of voluntary 
chains? 

MR. BERG: I think all the better ones 
will be. They will have to be. 

COMMISSTICN2R DRUMMOND: If and when that 
comes, what would be the next development? 

MR. BERG: Pardon? 

COMMISSIONER DRUMMOND: The next develop- 
ment? Would each chain become a larger chain, or 
would there be a working of cha%ns, or what? 

MR. BERG: That is going on now. I pre- 


Ee sume that would continue. 
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COMMISSIONER DRUMMOND: If you get to the 
stage where all independents cease to become indepen- 
dents, would there be the same Opportunity left for 
using these types of appeals you spoke of a while ago, 
in business? 

MR. BERG: I think that is a difficult 
question to answer, I can't envisage a time when 
there would be no independents -- when there would 
cease to be independents, 

COMMISSIONER DRUMMOND: I take it that 
independents are eble to offer something of suffi- 
clent importance to enable them to stay in business? 

MR. BERG: I think a certain number of 
them will always be in business, I can never 
Visualize a time when there won't be an independent 
grocery business. Certainly, the volume of business 
they are doing -- the total -- is good, On the other 
hand, I understand there are areas in the States where 
the independent grocer is coming up in proportion to 
the amount of business he is doing for the total 
volume of business -- that “8, €b8..swing has been ~- 
just recently -- been going somewhat the other way. 

COMMISSIONER DRUMMOND: If that is the 
case, do you suggest he must be able to offer some- 
thing to purchasers that the other isn't able to offer? 

MR. BERG: I don't think he has to. 
Actually, I don't think he has to offer anything 


better than the other one is offering. If he can 
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offer something just as good, he has a good chance 
of succeeding. 

COMMISSIONER DRUMMOND: If he can offer 
something just as good without the extra costs in- 
volved in making these various types of appeal -- 
the independent grocer, for example, he might not 
have to offer coupons and so on -- would that not cut 
down his cost of operation? 

MR. BERG: Yes, but I think he is going 
to -- I think what he does in that regard is deter- 
mined by what his competition does. D donc: tain. 
he can stay operating if his successful competition 
LELSinco 1G: 

COMMISSIONER DRUMMOND: You don't think 
there is a type of customer who simply doesn't want 
that type of appeal? 

MR. BERG: Oh, yes, I think there is, 

COMMISSIONER DRUMMOND: The type of custo- 
mer who goes almost entirely by the price appeal and 
nothing else? 

MR. BERG: By the price appeal? 

COMMISSIONER DRUMMOND: 168, 

MR. BERG: I presume there are some -- 
probably a lot go by the price appeal. Iudon}t 
think that is the entire consideration. 

COMMISSIONER DRUMMOND: What I am trying 
to get at is what will prevent the complete disappear 


ance of the independent grocery store, or what will 
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bring it back, as you say thereis:a trend in some 
places in that direction now? 

MR. BERG: Well, of course, the independent 
grocer, as I see it, his main difficulty is that he 
4s not able to get the financial aid that will enable 
him to put in the size Store the type of equipment 
and merchandise that he needs to compete with the 
larger stores, The appearance of the larger stores 
and the variety of merchandise they carry, I think, 
are probably as great an appeal as price, or any 
other factor, And, unfortunately, the cost today 
for developing that type of store is so high that 
the independent merchant isn't in a position to meet 
that situation, 

COMMISSIONER DRUMMOND: You offer super- 
vision to your stores? 

MR, BERG: Pardon? 

COMMISSIONER DRUMMOND: You do offer this 
thing we call supervision to your voluntary stores? 

MR. BERG: Yes, 

COMMISSIONER DRUMMOND: Does that include 
assistance in revamping their store? 

MR, BERG: Tee. 

COMMISSIONER DRUMMOND: Enlarging, and so 
forth? 

MR. BERG: Not financially, but we will 
assist them in store layout, store design and so on, 


——_——_——— COMMISSIONER DRUMMOND: Do most of them 
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actually make alterations? 

MR. BERG: I wouldn't say most of them -- 
a lot of them do. A lot of them, particularly the 
better ones. 

COMMISSIONER WALTON: Is it possible that 
some of these independents survivors, let us say, 
would be a family enterprise? 

MR. BERG: Yes, 

COMMISSIONER WALTON: Where they call the 
merchant either a wage or a profit? 

MA? BENG?" “Thav lis pi cht 


COMMISSIONER WALTON: Thank you. 
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COMMISSIONER WALTON: Three advantages 
of sponsoring stores are the advertising systems 
and display and Supervision, and then, because 
of the volume, the wholesale itself would be able 
to supply those things - - a discount on volume 
buying, yourselves, passed on to the Sponsoring 
- - that is not available to the independents, 
then? 

MR, BERG: Yes, the indpendents, in our 
own case, 

COMMISSIONER WALTON: They benefit too? 

MR. BERG: They can buy from us just 
as cheaply as our voluntary group, but they do 
not get the advantage of the advertising assis- 
tance or the Supervision, or all the services we 
Supply to our voluntary chains, 

COMMISSIONER DRUMMOND: Do you tend to 
vary the price advantage that you give to your 
voluntary group as the group changes in size? 

MR. BERG: You mean individual stores 
changing in size? 

COMMISSIONER DRUMMOND: As the group 
becomes larger and more numerous, are you able to 
offer larger percentages? 

MR. BERG: Well, that is if our overall 
volume increases, yes, 

COMMISSIONER DRUMMOND: Is there such a 


thing as a minimum size of group you need to have 
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before you can give them a Special discount? 

MR, BERG: No, our voluntary group don't 
get a special discount. It is based on our over- 
all operation, AS I said a moment ago, an inde- 
pendent who does not belong to our voluntary group 
can buy as cheaply from us as one of our voluntary 
group, doing the same amount of business. 

THE CHAIRMAN: Mr. Berg, we have a little 
chart hanging on the wall here: The red line is 
the index of prices of farm products at the farm, 
and the black line is the food component of the 
cost of living index, and I think we sent you a 
copy of this? 

MR, BERG: Yes, 

THE CHAIRMAN: If you placed on that chart 
the total cost of living index, it would lie above 
that black line and would rise more Steadily; in 
other words, we have had a period since 1951 when 
food raw material prices have been falling, Dut 
there has been a general advance of prices at the 
retail level - both food and other things, and 
other things more than foods, actually. But, 
this has been a period in which food raw material 
prices have been falling and finished product prices 
have been rising. This would seem to be a highly 
profitable combination of circumstances, I would 


think, and the sort of circumstances in which certain 


—_____ forms of merchandising practice would probably be 
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very effective, 

Now, if you don't want to answer this 
question, don't, but, Supposing that red curve 
Started to move up, and the black curve Started 
to move down: Would you think that the merchandis- 
ing practices would be changed - would be different 
under these different sets of circumstances? 

MR. BERG: Well, again, I cannot visualize 
such a thing happening, 

THE CHAIRMAN: It has happened before. 
What I am really getting et is that all these 
blandishments that we offer the consumer which do 
involve additional costs can perhaps be incorporated 
in the price of the product in a period during 
which raw material prices are falling and general 
inflation is operating. I would doubt very much 
if the same sort of merchandising practices could 
be followed in a situation in which raw material 
prices were rising and there was no general in- 
flation, Will you agree with that? 

MR. BERG: Yes, 

THE CHAIRMAN: Would you care to have a 
guess as to the sort of changes that might happen 
if these trends reversed themselves? 

MR. BERG: Well, if the prices dropped, 
and you are suggesting - - is that it? 

THE CHAIRMAN: The general price level, 


MR. BERG: The general price level dropped, 
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then volume is also going to drop - probably. In 
that case, it looks to me that somebody is going 
to be losing money, 

THE CHAIRMAN: Do you think that the 
consumer would be go responsive to these various 
merchandising practices we have been talking about 
if consumers! incomes Bsenerally were falling? 

MR, BERG: That is a difficult question 
to answer, 

THE CHAIRMAN: You see what I am getting 
at: There is a particular set of circumstances 
which have operated in this period since 1951, 
and in general my question is, whether the type 
of merchandising developments which have occurred 
ape peculiar to this set of circumstances and are, 
therefore, not necessarily permanent? 

MR. BERG: I think possibly they are. 

I think the years we have gone through recently, 

with high wages and people with lots of money to 
Spend, and have spent money more freely, and certainly 
if we go back to the thirties, that we all realize, 

it was a difficult Job at that time to get people 

to buy. 

THE CHAIRMAN: Well, I certainly would not 
either suggest or hope that we go back to the thirties, 
but I think most of us look forward to the day when 
inflation will stop and most of us look forward to 


the day when farm prices will start to turn up instead 
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of being continuously down. I think these are 
not unreasonable expectations, and I am Just 
wondering what will happen in the food merchan- 
dising field if these conditions change? 

MR. BERG: Well, I think that is very 
Gi TPacult to say. Certainly there would have 
to be changes, because there have been some ex- 
pensive methods of merchandising developed in the 
last few years, but they have been expensive only 
aS a whole and not in relation to the products, 
because of the volume of business, Actually, 
the cost of our type of business - Out Costs 
percentage wise are less today than they were a 
few years ago, because of the volume, and the 
pane. LS true, yy think, of the larger stores, 
particularly. 

THE CHAIRMAN: Well, I would have been 
content with the answer that merchandisers are 
sufficiently flexible and adaptable that they 
would adjust themselves to the changes. 

MR. BERG: Oh yes, they would, Back 
in the thirties they dia, They were in the 
Same position prior to that time and they had 
to change in the thirties; everybody had to 
change to go through that Der Lon, 

COMMISSIONER DRUMMOND: Would it be true 
if you had that extreme situation that you would 


have to rely almost entirely on your pr’ 3e appeal? 
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MR, BERG: I expect you would, yes, 

COMMISSIONER DRUMMOND: People have to 
count their dollars; it is the money - isn't that 
‘foam 2 

THE CHAIRMAN: Well, thank you very 
much, and we appreciate your being here and tak- 


ing on our questions. 


--- A short recess 
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SUBMISSION OF 


THE RED AND WHITE CORPORATION LIMITED 
UN EMD LED 


Appearances: 
Mr. J. D. Elton 


Moa cee GOL lt er 


THE CHAIRMAN: Will you come to order, 
please, We would like to hear now from the 
representative of the Red and White Corporation 
Limited, I believe Mr. J, D. Elton is here and 
MS oeh. “Colliier). +f you would come forward, 
please, 

Gentlemen, this whole merchandising, 
distributing field is a very complex and dynamic 
one and the Commissioners are trying to find 
their way through this. We did, I think, send 
to your organization one of our questionnaires 
and we appreciate your Willingness to complete 
it and return it to us in due course, As I 
Said earlier this afternoon we hope that this con- 
versation we have with you across the table will 
give us some feeling of the nature of your opera- 
tions because I think your corporation is the 
type of organization with which we are not very 
familiar. We will be very grateful for any help 


you can give us, I don't know who is going to 
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do the talking this afternoon, 

MR, ELTON: Perhaps I should explain 
that. I have been the Manager up to the beginning 
of this year when Mr. John Collier took over, 

That is the reason I am answering the questionnaire, 
I know what went on during the last 28 yeers, or 
Bone .oL Lt, 

THE CHAIRMAN: I would be grateful if 
you would tell us Something about your organization 
and operation. Would you start at that for us? 

MR. ELTON: Yes, I will go back to 1926 
or 1927 when a man by the name of Frank Sloan 
heard about a voluntary chain movement in the 
United States, which was the only one at that 
time which was Service Stores, A man by the name 
of Mr, Flickinger invented it in Buffalo. Frank 
went to the States Just about the same time a 
man from Winnipeg went there to see Mr, Slocum 
in Minneapolis who had the Red and White right 
at that time. They both got started in the idea 
of having voluntary Stores, voluntary chain stores 
to help the merchants Out. Mr. Sloan came back 
to Toronto and started the company called the Red 
and White Chain Stores Limited. That name was 
changed to Red and White Corporation Limited in 
1930, I came into the picture for the opening of 
an office, That was in December, 1929, We gave 


franchises to certain wholesalers around the Dominion, 
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At the present time there are seven wholesale 
grocers that are affiliated with us through 
franchises: Kelly, Douglas and Co, Limited, 
Western Grocers Limited, National Grocers Company 
Limited, The Dealers! Supply Company Limited, 
Halifax Wholesalers Limited, Atlantic Wholesalers 
Limited, and L. H,. Sherman and Sons of Glace Bay. 
After they received the rights they do the rest 
of the work. We have nothing more to do. 

COMMISSIONER DRUMMOND: Do they operate 
in specific areas? 

MR, ELTON: Absolutely, sir. They say 
which man can come in and which man cannot. 

They have the supervision. They put the stores 
in shape, help them get into Shape and help them 
with their advertising. That is what has made 
the thing click, 

THE CHAIRMAN: Now, what specific 
services do you provide to the members of the 
chains, 

MR, ELTON: Do we at our office? 

THE CHAIRMAN: Yes? 

MR, ELTON: Nothing except we look after 
the labels, the design of packages, the kind of 
crest we want used - - you know the five foot Sign - - 
that was designed in our office. If anybody starts 


a Red and White Taxi Service we are liable to get 


— after them. We have the legal rights in our office, 
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COMMISSIONER WALTON: Do you collect a 
membership fee from each one of the stores to 
finance the office, 

MR. ELTON: No, Mrs. Walton, 

THE CHAIRMAN: Your relations are en- 
LEreby with the — 

MR. ELTON: The wholesaler, 

THE CHAIRMAN: Which region did you 
Start in? 

MR, ELTON: Frank Sloan started in Toronto 
and the Western Grocers started in Winnipeg, It 
was just about the sam time in 1927. There was 
no office opened until 1929 ;wnot head: office, 

THE CHAIRMAN: You have no facilities 
yourself? You just have an office? 

MR. ELTON: Perhaps we should enlarge 
on that. During 1933 we owned a name for canned 
goods called Brimfull and we wanted to form a 
Subsidiary company to take care of Stores, any 
Red and White stores that our wholesalers sold to, 
So we formed a company called Brim Products Limited, 
Which is a totally owned Subsidiary of Red and 
White Corporation Limited. Some eighteen years 
ago we got started selling store molding and tickets 
and the Brim Products end of our business took these 
over. I was giving up last year as manager and 
I had two men who had been with me a long time and 


we decided to divide the company into separate 
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entities, but we are in the same building, Brim 
Products entirely look after Store supplies. There 
are many things today which help in the higher cost 
of living. We put wrappers on our bread today. I 
asked somebody in the room if they would buy carrots 
out of a box, I don't think ‘so, They buy them 
in a cellophane bag or a polyethylene bag with 
a pretty name - - Red and White or some other name. 
Brim Products Limited do all the supplying to the 
wholesalers, They sell the store carts,molding, shelves, 
price tickets, anything the store wants, They 
sell the coffee grinders, 

THE CHAIRMAN: You handle no merchandise 
at all? 

MR, ELTON: Foods? In the Red and 
White Corporation we sell some merchandise on 
commission. We have always been a brokerage office. 
That is how we live. Many of our houses are not 
in Toronto and we are able to buy canned goods in 
the Province and do business on a2 per cent basis. 
It is not enough with the high cost of salary to 
managers and to everybody else, 

THE CHAIRMAN: I take it then from the 
point of view of the store the Significance of 
your activities, that is the corporations activities, 
are first of all the name Red and White - - 

MR, ELTON: We have another name too : 


Lucky Dollar, 
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THE CHAIRMAN: I am familiar with 
Red and White, I suppose the distinctive Store 
appearance and the name is Something of an ad- 
vantage which you confer upon the independent 
Store keeper, 

MR. ELTON: We don't, sir; the whole- 
Saler does, The wholesaler makes the agreement 
or grants the franchises to the stores, 

COMMISSIONER DRUMMOND: What special 
advantages are you able to confer on the whole- 
Saler? 

MR, ELTON: What do we do for the whole- 
Saler? We are very useful because we are located 


in Toronto, Take Western Grocers, for instance, 


they are through the Prairies, They find us very 
useful in Toronto to buy canned goods from, They 
buy on a 2 per cent commission, I think we get 


3 from one firm but 2 per cent is normal, 

THE CHAIRMAN: That is the major part 
of the total business? 

MR, ELTON: Yes; We have certain lines 
put up by manufacturers under our own name and there 
is no selling cost at all except through us, so 
they pay us a small commission for doing that. 

COMMISSION WALTON: Do you contract for 
your seven wholesalers for the brand name right 
across Canada? 


. MR, ELTON: Not necessarily, Mrs. Walton. 
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In canned goods they sometimes make their own 
arrangements, Supposing we take salad dressing, 
we do on that, They don't have to buy from us, 
One house does not buy our salad dressing. They 
don't want to. They don't have to, We wish 
they would, 

THE CHAIRMAN: You cannot persuade them? 

MR, ELTON: Perhaps John can, I don't know 
whether I can, 

COMMISSIONER DRUMMOND: When you give a 
franchise to one of these wholesaling firms just 


what does that involve? 
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MR. ELTON: They have to sign an agree- 
ment with us which says they will keep their 
Store at a certain level. We will be glad to 
furnish our copy of our last agreement we made 
in Glace Bay. We would be very happy to send a 
copy of that, They don't pay anything for it. 

THE CHAIRMAN: Mr. MacKichan, have you 
any questions? 

COMMISSIONER MacKICHAN: I would refer 
to the first paragraph in the booklet. The first 
paragraph here. 

MR, ELTON: That is all American. The 
American office, Red and White Corporation, 
Chicago. By the way, we have no tie-up, and one 
of our men sits on the Board over there and one 
of their men sits on our Board, 

COMMISSIONER MacKICHAN: Would you have 
the same object and the same objective? 

MR, ELTON: Yes, pretty well the same, 
yen, Gia, Canadianized, 

COMMISSIONER MacKICHAN: The last line: 
"This concerted action pays a fair profit to the 
retailer, to the wholesaler, and to the manufacturer," 
I am wondering if that is what keepsthese lines apart 
here too, If you are looking after the consumer too? 

MR, ELTON: Well, I suppose it is so. 
When we buy peaches in the Niagara Peninsula. - 


and we do not buy and sell - we sell them on a 
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commission basis to our houses in Shall we say New 
Brunswick, We make 2 per cent commission in our 
office, and the wholesaler buys i that way. If 

he did not buy it from us, he would buy it from 
another broker, and the other broker I think would 
charge more than 2 per cent. 

COMMISSIONER WALTON: Do your wholesalers 
in the contract follow the American pattern where 
in looking over the obligations of the Red and 
White wholesalers, as they call them in the States, 
do your wholesalers sell Red and White brand to 
member stores only? 

MR. ELTON: Yes, 

COMMISSIONER WALTON: But then they have 
other customers? 

MR, ELTON: Yes, quite a lot. 

COMMISSIONER MacKICHAN: What sort of 
distribution system do you carry on to service these 
new members in the far east? 

MR. COLLIER: I do not understand. 

COMMISSIONER MacKICHAN: How do you supply 
Glace Bay? 

MR, COLLIER: You mean physical merchan- 
dise? We sell consolidated cars out of this market 
here. 

COMMISSIONER MacKICHAN: And possibly on 


Some lines where there would be lesser volume you 


—___ would consolidate with Atlantic Wholesalers and 
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Glace Bay? 

MR, COLLIER: No, They are quite capable 
of handling a straight car load. 

MR, ELTON: And then you know the cash 
and carry stores use bags to carry stuff. Our 
name is on the front of the bags. We buy them in 
large quantities and we supply them to wholesaler 
houses in 10,000 blocks, or what they want to buy. 
We make a little on them. 

COMMISSIONER MacKICHAN: It is the whole- 
Salers job then to go out and solicit new members 
and that sort of thing and build up volumes for 
Red and White? 

MR, ELTON: Oh, yes. 

COMMISSIONER DRUMMOND: It would only 
be certain particular items that they would buy 
normally from you? 

MR, ELTON: Everything that we can find 
that is good value. Our wholesalers are very 
keen buyers. They have to be. They will only 
buy from us what we can give them good value on, 
They won't buy anything and pay us anymore than 
anybody else. 

COMMISSIONER DRUMMOND: Would they not 
have to buy things nearer by? 

MR, ELTON: A very very small percentage 
of the business, 


COMMISSIONER DRUMMOND: According to yar 
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booklet here you apparently started in Canada about 
eight years after you started in the States? 

MR. ELTON: I think that is right. L927, 
and I think they started in 1919 or 1920. 

COMMISSIONER DRUMMOND: Is there any 
particular reason why this took place in Canada 
just when it did? I mean rather than some years 
DeLoOve., 

MR. ELTON: Yes. We started a ese 
Store in this country in the early twenties. We 
kept them in business. 

COMMISSIONER DRUMMOND: You were the first 
one? 

MR. ELTON: Yes, and that was a dis- 
advantage in a way because a store that was pretty 
good in 1930 was not very good in 1950, 

COMMISSIONER DRUMMOND: But on the 
other hand you would have the advantage of select- 
ing the wholesaler to whom you gave the franchise? 

MR. ELTON: That. “te true;esir.-ite got 
tne best. 

THE CHAIRMAN: Would it be a fair des- 
cription to describe you as a wholesaler for whole- 
salers? 

MR. ELTON: No, sir. I think we are 
headquarters of a voluntary chain. 

THE CHAIRMAN: Now, I understand that you 


do two types of service. Perhaps the main one is 
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the provision of Supplies, Is that what you told 
me? 

MR, ELTON: The provision of Supplies - 
you mean throughout all these companies? 

THE CHAIRMAN: Yes. 

MR. ELTON: I think about 50-50, 

THE CHAIRMAN: Has this proportion been 
changing at all? 

MR, ELTON: No. I think we are sending 
you a statement for ten years, and I am working 
on that now to try and get Straight answers, We 
have been going up, you know, 

MR. COLLIER: I think it can best be 
Summed up by Saying we are there to be of service 
to our affiliated wholesalers, We deal only with 
them, They are our only customers, and we are 
there to perform a service for them and look out 
for their interests. That is our prime function 
POL Pe. 

THE CHAIRMAN: But the nature of the 
service has not been changed Significantly? 

MR. COLLIER: No, I would not Say so, 

MR. ELTON: Products today are selling 
to other people besides our own houses, Store 
Supplies, Selling to other wholesalers, Selling 
to some of the chains, 

THE CHAIRMAN: Is this a recent develop- 


ment? 
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MR, ELTON: No. 

MR. COLLIER: Well, it has been growing. 

COMMISSIONER DRUMMOND: In other words, 
you have a lot of other customers besides your 
affiliated wholesalers? 

MR, COLLIER: Well, it has been growing. 

MR, ELTON: You should differontiate 
between Brim Products and Red and White Corporation 
Limited which deal only with our affiliated whole- 
Sale houses, 

COMMISSIONER DRUMMOND: In some respects 
your selling business would be more of a brokerage 
business than wholesale businees? Would that be 
correct? 

MR. ELTON: Oh, yes. Definitely in 
food it is brokerage. 

COMMISSIONER DRUMMOND: A good percentage? 

MR. ELTON: Yes. We buy and sell the 
others, but they are supplies. 

COMMISSIONER WALTON: I do not know 
quite how this works, and I hope you do not mind 
my asking a question, 

MR, ELTON: Very glad. 

OMMISSIONER WALTON: You have your whole- 
Salers right across Canada. You have your brand 
names. Presumably you have a processor with whom 
you contract to put out "X" cases of peas under 


your brand name, Now, are they shipped direct 
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from the processor to the wholesalers across 
Canada, each one of them so many, or do you 
negotiate the contract or do each one of the seven 
wholesalers? 

MR. ELTON: Not on canned goods. In 
many cases we do not negotiate contracts, but on 
Salad dressing with our own label on, we do, 11 
orders come to us, and we have a commission on 
that. Canned goods, in British Columbia for 
instance, they buy their canned goods out there, 

COMMISSIONER WALTON: On the brand? 

MR. ELTON: We supply our labels ‘if they 
are good canners, but in all cases the wholesale 
grocer makes the deal whether it is through our 
office or whether it is direct. 

COMMISSIONER DRUMMOND: You are operat- 
ing in practically all parts of the country now? 

MR. ELTON: Yes, except in - I am 
looking at him right now - not in that Breas Teer: 
Montreal. 

COMMISSIONER WALTON: On the changes 
of store front when the wholesaler selects the 
retail outlet, and then they form that Red and 
White frontage, is that the obligation of the 
local retailer to make those changes? 

MR, ELTON: Or does the wholesaler do 
iG? 


COMMISSIONER WALTON: tea. 
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MR, ELTON: The wholesaler will not 
take him in until he does do it, but he gives 
Hie es Oot oT help. He has a store Planning 
department and all that sort of thing, The whole- 
Saler does. A retailer needs nelly. 
THE CHAIRMAN: Well, we look forward 
to getting your returns in, Mr, Elton, on the 
questionnaire, I think if you answer it you 
will give us the information you need, 
MR, ELTON: Yes, we will try to give 
you all the information we Can. 
THE CHAIRMAN: I think when we see the 
name Red and White Corporation we will think of 
you and Mr, Collier and it will mean something 
more to us, 
MR, ELTON: That could be so, and I do 
hope you will come in and buy your coffee there, 
THE CHAIRMAN: Adjourned until tomorrow 
morning at 10 o'clock, 
--- Whereupvon the Commission adjourned at 3.15 p.m, 


to resume at 10.00 a.m., Wednesday, September 
16Thiy 1958. 
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=== On resuming at 10,00 a.m, 
SUBMISSION OF 
DOMINION STORES LIMITED 
EE ED 
Appearances: 
Mr. T. G. McCormack - President 
Mr, Ivor Crimp - Vice President 
Services 
Mr. N. H. Shaw - Secretary 
Mr. J. S. Feggans - Director of Advertis- 
ing and Public Relations 
Mr. H. Sutherland - Counsel 


THE CHAIRMAN: We are to hear first this 
morning from Dominion Stores Limited, Mr, McCormack, 


I would like to express the particular appreciation 


of the Commission to you and to the members of your 


organization: When the Commission was announced 


your firm was the first to come forward with offers 

of assistance and co-operation, and we greatly appre- 

ciate the help we have had from you since we started, 

We are looking forward to your presentation this 

morning, and perhaps you would like to introduce 

the members of yourorganization who are with you, 

and tell us how you would like to present the brief, 
MR. McUORMACK: Thank you, Mr. Chairman, 

Mrs. Walton and distinguished members of the Com- 

mission, We wish to, again, assure yOu Of Our fist 


appreciation of the immensity of the task which you 
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have undertaken, and we will co-operate with 

you, and we have an earnest desire to do so, to 

help you resolve this problem 1f 416-45 at aii possi- 
ble, 

Those with me this morning are, Mr, Crimp, 
Mr, Feggans, Mr, Sutherland and Mr. Shaw. 

Mr. Crimp, our Vice Presidence, has been 
associated with the food business for over Sf, years. 
He is a man held in high esteem throughout all 
branches of the food industry, and is particularly 
well qualified to handle this Subject. I leave 
him in your capable hands, 

MR, CRIMP: Mr, Chairman, Mrs. Walton and 
members of the Commission, it is a pleasure on be- 
half of Dominion Stores Limited to present our brief 
to you this morning. 

The work of your Commission in broadening 
the knowledge of the food marketing process carries 
the complete endorsation of all thoughtful Canadians, 
and our group wishes to associate itself with the ex- 
pressed objectives of your study. The dynamic 
forces in the expanding Canadian economy over the 
years have effected changes in the relative position 
of production, processing and distribution, and we 
welcome steps designed to improve any part of the 
programme, 

In addition to the considerable data which 


we are Supplying to your Commission in response to 
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the exhaustive questionnaire and in various sepa- 
rate studies, we would like to offer the following 
Summary of our examination into the influences aff- 
ecting the price spread pertaining to the retail 
division of the food industry. You will find thes 
observations and recommendations Supported by ex- 
hibits attached and material previously submitted, 

Mr. Chairman, if it meet with your pleasur 
I would like to present the brief, and I shall make 
reference to the various exhibits following certain 
Paragraphs as we proceed with the Driers tani. yr 
view of the importance of some of the exhibits, we 
will be very pleased, if you so desire, and perhaps 
it would be advantageous, to read Some, at least 
of those exhibits, and we will be pleased to be in 
your hands in that connection and carry it on as 
you might wish. 

THE CHAIRMAN: If you follow that pro- 
cedure of just reading the section and, if you wish 
to comment on any part of the exhibits, or read 
them into the record, we will be glad to have you 
do that. 

MR. CRIMP: Thank you, Mr. Chairman, 

The retail segment of the spread covering 
the food production, processing and distribution 
sequence appears to have held to a reasonably con- 
Stant proportion of the consumer food dollar for 


more than a decade. The increases shown in the 
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able as between 1949 and 1957 represent an increase 
of slightly less than one half of one percentage 
point of the total spread, AS noted, the figures 
cover food only,non-food having been taken out. 


The figures are based on laid-in-store costs, and 


in accordance with the Royal Commission questionnaire 


do not include non-trading income. Retail food 


operating margins continue at a much lower level than 


obtains throughout retailing in general. The retail 


food industry has maintained this low margin through 
improvements in distribution methods and an in- 
creased volume of sales and at the same time has 
been able to add nymerous distribution services 
for the consumer, These changes in services make 
precise comparison of the spread from one period 
tO another difficult. In total, however, Canada 
has a creditable and continuously improving system 
for the production, processing and distribution of 
£OOd, ‘S$ a result, Canadians today eat better 
food, in greater variety, than in previous genera- 
tions. In terms of hours of work, they pay less 
for their food today, than ever before. (Exhibit 
£ of original brief). 

EP The rate of technological change in the 
various segments of the food industry has been 
different for each segment. Thus; 10 Ls diericusG 
to compare the contribution of each segment on a 
continuous basis. Certainly, remarkable strides 
in production technology have had the effect or re- 


ducing primary costs. In such circumstances, the 
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Proportion of the consumer dollar devoted to dis- 
tribution will appear higher although prices may 

be lower, and the net revenue of the producers 

may be greater, A spectacular advance in machiner 
or equipment may reduce cost of production, leaving 
cost of distribution the Same, but proportionately 
higher, 

In our present system of distribution, the 
human element is proportionately more important 
than in factory or field production, Unless 
drastic cultural changes take place, distribution 
cannot lend itself as favourably to the application 
of increasing mechanization as in other Tietas, 
Consequently, improvements in wages and benefits 
which quite properly accompany our rising standard 
of living, cannot always be offset by improvements 
in distribution efficiency. Thus, it would be 
expected that in the long run, the distribution 
Segment will be more subject to inflationary pressures 
than other areas. (Exhibit B of original brief). 

3. The primary producers, aided by organized 
research, have shown remarkable improvements in 
productivity through improved techniques in soil 
conservation, planting, fertilizing, growing, har- 
vesting, grading and packing. 


Distributing productivity, although not ab]e 


a to present such dramatic improvement has continued 


to increase in the past decade, However, the 
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elfects. of the productivity improvement have been 
obscured by the provision of additional services 
not previously available, 

Fresh fish might be cited as an example of 
this trend in which refrigeration in transportation 
and wholesale-retail distribution has increased 
the volume and brought a moderate priced product 
to many extra Canadian tables which formerly were 
DoT able to. enjoy it. The price of fish has in- 
creased, but the price of meals through the greater 
use of fish may be less than would otherwise have 
been the case, 

Mass production through improved techniques 
demands mass distribution to move surpluses, Im- 
proved distribution facilities alone are. Not exarri 
cient and distributors are required to develop 
Sound marketing programmes and close liaison with 
producer and processor to do an effective job, 
These techniques are being made available in 
commendable fashion. (Exhibit ¢C of original brief). 

4, Improvements in the product through pro- 
cessing or distribution may i crease the cost of 
bringing the product to the consumer, but such 
improvements may make it so much more acceptable 
that its volume of sales will increase, enabling 
some of the extra costs to be offset by economies 
of scale in production and distribution. 


Spinach might be an example. Time was 
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when this product was "dirt cheap and full of dirt". 
Today the processors and distributors take great 
care in cleaning, packaging, Preserving amhandling 
this delicacy, The effect has been a vastly en- 
larged sale even though the price has increased, 
(Exhibit D of original brief), 

The whole range of frozen foods represents 
anew influence in price Spreads. For obvious 
reasons, the marketing of frozen packaged foods, 
such as peas, costs more than Similar merchandise 
in the canned state, Food reaching the table in 
this way might show a higher total spread particular- 
ly at the outset before an economic volume has de- 
veloped. 

Another type of variation in processing 
would be the increase in variety of the same type 
of food offered to the consumer. Cleari geese 
costs more to merchandise twelve varieties of soup 
than it does to market only two varieties, 

A further example of the impact of changed 
processing can be found in the current methods of 
trimming beef. Today there is more drastic trim- 
ming than a few years ago. The increase in price 
is therefore more apparent than real because what 
was largely waste for the consumer is now eliminated 
before the meat reaches the consumer, Cutting tests 


will disclose the comparative values. 
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It might be argued that the extra processes 
and the provision of varieties offer no real added 
value to the consumer, But that reasoning is not 
endorsed by the Canadian housewife who is a highly 
competent family purchasing agent who knows her 
grades, prices and real values, She is not con- 
cerned with providing her family merely with food 
but with an appetizing quality and variety to make 
eating enjoyable, At any given time there may be 
individual products on the market which enjoy an 
unusual success through what might be called the 
unnecessary processing. In the long run, however, 
the Canadian housewife buys the services embodied 
in the products, which she feels Satisfy her needs, 
The uneconomic frills disappear and a product holds 
its place through merit. 

>. Reduction of waste through skilful dis- 
tribution methods can be shown in many instances to 
have reduced the effective cost to the consumer 
even where there has been an increase in the initial 
price, 

Grading, packaging, refrigeration and care- 
ful handling of fresh fruits and vegetables have re- 
quired an additional price. But the process has 
provided a substantial saving to the consumer 
through reduction in waste, even though this con- 


servation cannot be measured, 
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Another form of value added by processing 
and distribution may be illustrated in the pre- 
paration, packaging, stocking and displaying of 
baby foods, The charge to the consumer is greater 
than for the equivalent in carrots, spinach or 
other ingredients and upsets what might have been 
regarded as the traditional disbursement of the 
consumer dollar, But it carries the judgment of 
the modern consumer, Again the reasoning in this 
procedure reflects the fashion of working mothers 
who may feel that the extra cost for the much-discuspbed 
built-in maid service is less than they can earn in 
the time saved through using table-ready foods. 
Packaging devices are sometimes criticised but in 
the long run the value will be judged by the final 
arbiter, the consumer, in terms of good merchandise 
and elimination of wasted time and material. (Exhibi 
B of Aaya brief), 

Much still remains to be done in this area 
of waste reduction and we recommend that cooperative 
research be encouraged in official quarters, We 
are quite sure there will be complete cooperation 
at all levels of the food producing and distributing 
industry. 

6. Commendable work has been done by collaborp- 
tion of producer organizations, marketing boards, 
processors and distributors, Such cooperation, to- 


gether with technological advances in equipment, ha 
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made it possible to bring better variety and quality 
of food to outlying areas and have helped such 
areas to develop a higher standard of living. 

‘n example of this movement can be found 
in the widespread distribution, and longer marketing 
season for fresh fruits and vegetables grown in 
many sections of Canada. Scientifically designed, 
controlled atmosphere rooms have not only lengthened 
the apple season but have been responsible for 
bringing apples to the consumer ty en improved 
condition, 

Efficient handling, attractive display 
and aggressive seasonal promotion have expanded 
the market for nearly all types of primary foods. 

Production, processing and distribution 
of food are such inter-related and inter-dependent 
functions that at least from the broad viewpoint 
of overall responsibility to the Canadian public, 
they constitute one industry. We would recommend 
that the Federal and Provincial Governments extend 
the work they have been doing in encouraging and 
arranging for continuous collaboration. 

Collaboration is being expressed in many 
ways, Processors and retailers have taken on some 
of the functions formerly performed by the house- 
wife, such as preparation and presentation of baby 
foods, cake mixes and ready dinners, ALi thie 


tends towards an imprecise definition of duties and 
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responsibilities and impedes analysis of the Spread 
between producer and consumer, 

However, it is clearly evident, if not 
measurable, that the collaboration among all levels 
of the food industry has progressed favourably and 
has had the effect of holding the spread to a de- 
gree which would not have been possible otherwise. 
There is scope for further effort along the same 
lines, (Exhibit F of original brief), 

ier There have been other elements which have 
influenced the retail margin in recent years, One 
contributing factor in the Slightly higher margin 
for some retail food organizations has been the 
introduction of non-foods, These carry higher 
margins, which tend to increase the combined food 
and non-food margin, They also incur additional 
expenses which serve to increase the total expense 
ratio. Individual companies such as our own would 
be able to make available definitive data which 
would show the influence of such additional mer- 
chancdise in holding food margins to a minimum, 

Attention has been given in some quarters 
to the influence of advertising and promotions, in- 
cluding contests, premiums and trading Stamps, 

The nature of the retail food business re- 
quires constant communication with the consumer mar- 
ket, through one form of advertising or another. 


The major form, of course, has always been the 


vi 


a aes reer i ms eo 


. 
at te 


ALi sidait dhe a digi ik eae ds Sop 


“i108 tog pal len (atin Olathe FR ete see OGRdR 2B 


- ; SA 6 d % P 7 & ar = 
ey fers 1 piett's Redes: Jay 4 +d sebaeh. «ee wets 
] ) th 


» 


oe ie ras Tha "ss 
- -. - ‘eee * * i = ey ay 7 
Ce eee i a Ay ot petals a £ “sap ey et eS 326 SVR Seti: 7 4 = 


af eZee? 0 eeeS ok: ieee Ligteeons peanuts. 7 
- . ri w 3 , ’ 
Famgchl wo hiPeipat y yn ess Be i et te3ea2rS nandpeaeene 


i 2h ded? aA che Lek teary booms Lise, Ome: 12%: : 


~ —- 3 r ie. -- pi 
Boa peise qm ri ote t=nba. Te nettehetae. f 
. 
_ 43 
Po - a . whee. = Ps 
; Bhoktys. Vide te iti Reee ain Bes Sar a oN wine COGAN « i eyes, 


Vi3Y fine sdibps ace 29 somenttal aoe wode Di yee 


; = 
te SUM Ala # antigua boot aathfo ab se fmagae 
“a f ' : . i : t 


Gi gck#Gkr. daow 1 Heavier tued aed, bottaess ol 


Sivevhe te aogel tet Sat OF 


ia F] ie 5. - 
eee ee 


=e . : Re - ‘ ‘ re : Sheet 
a7 missy Me ete SS og OSE eo BEL AA a 


‘ee SHO Grech “Cera: att ro ‘ooitben értff ar 


J af <a hanna ? - im labo 
-enp ity. ate tat do Dierks Ape eS 
c 


i _ Ch Yo QT sderotitee “tp omni) ons 
© - q’ 


ANGUS, STONEHOUSE & co. ETD: 2866 
TORONTO, ONTARIO 


publicizing of available merchandise and prices, 
essential to the process of marketing and to in- 
formed consumption of food, In addition there have 
always been various forms of ancillary advertising 
or promotion, These devices vary from time to 
time, as a manifestation of continuous striving 

for the greatest possible advertising efficiency, 
Le., the most sales per advertising dollar invested. 

While the novelty of some promotions in 
recent years may have attracted dominant attention, 
the fact is that they represent only a minor share 
OF toval advertising expenditures, which have not 
increased substantially as a percentage of sales 
income, especially considering the increased unit 
cost of advertising inherent in our expanding 
economy. 

It is aximatic that retail food advertis- 
ing features the primary products that are in best 
Supply, each week of the year, In addition to 
Such sustained support, special collaboration with 
producer organizations has been of acknowledged 
value in agricultural and fisheries development and 
in consumer education. (Exhibit G of original brief), 

on Because there is an endless variety of 
products and an endless variety of consumer demands, 
it is impossible for one method of distribution to 
Satisfy them all. Thus there appears to be a 


———— Satisfactory position in food distribution for all 
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the traditional channels such as large stores, 

Small stores, chains, indpendents, cooperatives, 
wholesalers, voluntary Chains, department stores 

and public markets, and even door to door peddlers, 
While the chains have gained ground in recent years, 
independents must be given great credit for im- 
provement in methods either aS individuals or as 
members of some of the Splendid voluntary chain 
Groups or cooperatives, The supermarket formula 
has been adopted effectively by a number of independ- 
ents, some of whom have been So Successful as to 
become chains rather quickly, (Exhibit H of original 
brief), 

In the market to which they cater, the 
large stores have proven successful in developing 
considerable Selling power, The sales presentation 
of amass array of fresh merchandise in great variety 
has been very effective and the large store has 
earned the respect and patronage of its customers, 
Various chains will be able to offer specific ex- 
perience as to the relative efficiency of the large 
and small stores within their groups, (Exhibit J 
Of original brief), 

9. Net earnings from food distribution are 
generally considered moderate. The key to success- 
ful food retailing has been fast turnover and low 
net earnings per unit of sale, Thus, in relation to 


Sales, net earnings appear meagre, and returns to 
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investors in many food distribution organizations 


represent a fraction of a@ cent bee collar or 


sales, 
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In relation to capital employed, including 
‘a capital supplied through debt and leaseback arrange- 
me" ments, net earnings may be sufficient to encourage 
further investment in food distribution. The sub- 
stantial item of leasehold liability must not be 
ignored in any Study of net earnings ratios. While 
it does not appear as an actual liability in a balance 
sheet, it does represent a real and onerous respon- 


sibility of the shareholders, 


Although it is not possible to predict the 


future course of net earnings in the industry over 
the next decade, it is hoped that earnings will be 
such that it will be possible to attract capital to 
provide facilities necessary for its constant improve- 
ment and development. 

LO. Questions have been raised naturally as to 
the probeble future trend in price spreads. So far 
as the retail segment is concerned, there is little 
evidence to suggest that the buying public will be 
satisfied with a less attractive form of distribution 
for foods or any other products, There are influences 
at work both ways. 

The move to the suburbs continues and brings 
with it the development of shopping centres, House- 
holders in these areas are able to shop by car, pre- 
fer to do one large shopping job per week, and have 
the refrigeration capacity for keeping sizable quan- 
tities of food. 


oo ——— 


These characteristics of one-stop shopping 
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require large parking areas, large stores, large 
Stocks and great variety. New techniques of in-store 
handling and preservation have permitted stores to 
provide these facilities without raising expense 
ratios where sizable volume is obtainable, Exhibit 
Ki 

Efficiency in transportation and storage will 
also have a bearing on future price spreads, Exhi- 
bits L and M, 

It is our considered conclusion that expand- 
ing facilities will continue to take care of our in- 
creasing population with a higher standard of living. 
This will include continuing public demand for more 
attractive and convenient Shopping facilities and 
products; a demand which is expressed by the consumers 
age-old custom of awarding their patronage accarding 
to their preferences. Current evidence suggests 
that continuing technological developments will 
assure maximum distributing efficiency and a minimum 
of price spreads in the years ahead. 

THE CHAIRMAN: Thank you, Mr, Crimp. We 
would now like to direct a few questions to you, and 
you may call on your colleagues if you wish. I 
think the questions will be mainly on the presenta- 
tion as you have read it. I should have mentioned 
we have the questionnaires we sent you and we rea- 
lize the great bulk of the information will come 


from that source, We also appreciate the material 
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in the exhibits here, much of it is factual and help- 
ful.ito: us’. I think mainly we will pick up points 
in the submission you have read this morning. 

Mr. MacKichan, have you any questions? 

COMMISSIONER MacKICHAN: On page 2 you 
mention the technological changes that have taken 
place all along the way. As far as the farmer is 
concerned, the producer, there have been marketing 
changes , but there have been, I am sure you very 
well appreciate, some very substantial capital in- 
vestment involved in the changes. While they re- 
duce the cost of production, certainly in one 
sense, if we judge by the farmer's price, the base 
we have here and the chart on the wall, they just 
have not been too effective in narrowing the spread, 
What opinions would you have on that situation? 

MR. CRIMP: I think I understand your ques- 
tion, Mr. MacKichan. In the move through from an 
era where the processing of the raw product was not 
as advanced as it is today, with the capital invest- 
ment required to do that processing, you feel it 
has added something. I think that is correct, Ob- 
viously a capital investment would add something but 
undoubtedly those who embark on that capital invest- 
ment had thoroughly analyzed the marketing of the 
particular product. They had determined what the 
potential ae within the trading range of 


that plant. While it might take some time to 
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achieve what we have referred to as an economic 
volume to go between the producer, the processor, 
and the distributor, with all schemes working to- 
gether we feel that those initial studies do show 
there was markets for the product of sufficient 
volume to make an economic venture, Together we 
shall achieve that objective, 

COMMISSIONER MacKICHAN: I would like to 
say "substantially" rather than as you said "some- 
thing". 

MR, CRIMP: I would agree with the use of 
the word "substantial", I believe that in order 
for us to do the job that is ahead of us in the 
third business in Canada substantial, well-conceived, 
well-planned capital expenditures will be required 
to do the job of the future. 

COMMISSIONER MacKICHAN: In the second para- 
graph you mention: "The human element is propor- 
tionately more important than in factory or field 
production," 

MR, CRIMP: I think I could elaborate on 
that, Mr. MacKichan, I tnink there are those of us 
who are acquainted with what we call factory produc- 
tion. Now let us go back to the farm, First: of 
all there was the swathing machine and the picking 
up of the combine and later on the combine that did 
the whole job. So it is in a factory operation 


possible to produce equipment for the handling of 
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merchandise which will Show a very definite trend 
toward improved productivity. 

In the case of the retail Store I think 
what we are suggesting here is that there ere go 
many things in a retail Store which require that 
they be done by hand, Now there are some changes, 
I read of a frozen food warehouse where all you do 
is push buttons and the stuff comes out of doors, 
Those are all things which we explore but they are 
applicable more to the back Stage job. The matter 
of waiting on customers, the preparation of food in 
readiness for the customers! purchase, requires, 
we submit, to a larger degree of personal hand 
labour than that which is applicable in the back 
stage operation, 

AS an example of that there is reference 
in this particular paragraph to Exhibit B. What 
we have in mind, I think, is shown clearly there, 

In the matter of grading eggs, for instance, the 
rate of wages in the period covered went up 88 per 
cent by the introduction of new equipment and the 
improved methods that were necessary to utilize 

that equipment. We have sueceeded in paying an 
increased wage rate, 88 per cent higher, and through 
what we call efficiency we have succeeded in holding 
that portion of the wage rate to an increase of 

only 8 per cent. In a back stage processing opera- 


tion it is a clearly marked and defined thing where 
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equipment will do a job. We submit, sir, tnat up 

to tnis point -- and ming you we will not relinquish 
our efforts at all in connection witn it -- we are 
doing things mechanically in the store but we are not 
there yet. We have a lot of improved mechanization. 
We don't have to wind the cash register by hand any 
more, Toney ar electric, The cash registers 

still require to be punched by the cashier and of 
course we all enjoy the pleasant smile we get when 
she waits on us. 

COMMISSIONER MacKICHAN: We notice they 
add up the various items that SOM ino aL 

MR. CRIMP: Does that answer your question? 

COMMISSIONER MacKICHSN: I was thinking 
wien you were enumerating the things that the far- 
mer did he would pretty well need to compare with 
the chain store manager, 

MR, CRIMP: I don't seem to be hearing too 
well, 

COMMISSIONER MacKICHAN: As you were 
enumerating things the man on the land would do be- 
fore he purchased one of these high-priced machines 
I was thinking he would need to be pretty well in 
the category of a chain store manager. 

MR. CRIMP: I think you are one hundred 
per cent correct, sir. From personal experience I 
know this. I think it is most encouraging to all 


Canadians that the young men, many of whom are 
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person@l friends of mine and whom I have visited, 
have an immensely greater capital investment in the 
farm than nis father had, The old homestead repre- 
sented work and was built up to value, The young 
man has gone out and bought a farm, He has a capi- 
tal investment and he has to have some loans, Now 
when the drought comes, as it did this year, for 
strawberries, what was his decision? Irrigation. 
Naturally it was irrigation, He went and bor- 
rowed some more money and got the irrigation, The 
end result was that the crop was a success, the 
grade was terrific. He got a wonderful yield, 
Personally I feel great encouragement in the young 
men, They are business managers and they com- 
pare, in my opinion, very favourably with the 

finest chain store managers, 

COMMISSIONER MacKICHAN: In the next 
line you mention: 

"Unless drastic cultural changes take 

"place, distribution cannot lend itself 

"as favourably to the application of the 

"increasing mechanization," 

Vis ee en oe BU ae I think the use of the word 
"cultural" there, sir, is used in reference to what 
we think of as changing requirements in our society. 
For irtance, under terms of an emergency, as during 
the First War and Second World War, Canadians gener- 


ally were quite prepared and did put up with things 
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they would not put up with in peace time, There 
would have to be a great cultural change, The 
answer to that, sir, we have not yet found, 

COMMISSIONER MacKICHAN: Some talk of 
productivity runs through paragraph 3, You pro- 
bably remember the time when there was some great 
eredit to the man who woulda make two blades of grass 
grow where one grew before. I suggest if somebody 
has not provided a market for the first blade the 
man is far from being a benefactor, 

MR. CRIMP: Were you making a statement 
there or asking me a question? If you were asking 
me a question I would have to make an answer, Et, 


you were making a statement I would have to say 


"Amen" to what you said, I do feel in an enlightened 


age we do require to look forward to those things 
which we feel may take place in the future, 

Now just two weeks ago I was in Fredericton 
and found out the farmers had been using too much 
fertilizer on the potatoes, thereby increasing the 
spread. It had been one ton and now they use 1400 
to 1600 pounds and do a better job. So they will 
now save considerable in the amount of fertilizer, 
This is an enlightenncnt brought about by collabor- 
ation between the producers, the government and the 
distributor. 

COMMISSIONER MacKICHAN: My question was 


following closely on the statement. I am looking 
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at Exhibit ¢, I know I am too far removed from the 
Niagara peach area, If you would discuss the last 
line of the secona paragraph -- liaison between the 
producer and distributer, 

MR, CRIMP: You are referring there, Mr, 
MacKichan, to page 2 of our bricf? 

COMMISSIONER MacKICHAN: Yess 

MR. CRIMP: Exnibatce? 

COMMISSIONER MacKICHAN: Yos. Give us 
your ideas. on the producer and the distributor 
getting closer together there, 

MR, CRIMP} I have so many theughts in 
this connection, The area that you arc rgrsir, 
is one of the very largest areas Surrounding the 
spread and an area in which we have not done those 
things which could be done, For that reason could 
I ask for your indulgence? 

When yqu ask if I would like to express an 
opinion, my mind is full of things about this. Per- 
haps there is some specific aspect of it you would 
like us to discuss. 

COMMISSIONER MacKICHAN: Tne specific 
attitude would be reducing the spread, 

MR. CRIMP: How the spread could be re- 
duced by collaboration between the distributor --- 

COMMISSIONER MacKICHAN: The processor 


and consumer, 


MR. CRIMP: And in the case of peaches have 
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marketing agencies, Is that the question? 

COMMISSIONER MacKICHAN: In particular, 
yes. 

MR. CRIMP; I will try and answer that, 
Mr. MacKichan, There are many ways you could 
approach it, Our feeling is that one of the great- 
est factors in the producer refusing the maximum for 
his product is in the knowledge that he will be able 
to sell it. That knowledge can only be gained in 
one way if the person who is going to buy the pro- 
duct evidences the interest in it and has sufficient 
courage to commit himself to buy a quantity of the 
product which he feels he can market, Then and 
then only can Mr. Farmer gO back to his peaches and 
watch them as he is required to do. Not daily, he 
is required to watch them hourly. If he could de- 
vote his full attention to the bringing up of that 
crop tenderly, picking it at exactly the right time, 
applying sprays at the right time -- if that could 
be accomplished and if he were convinced he could 
market the product it would produce such a result, 
Sir, I suggest to you that the economy to be 
effected by that type of liaison could be very con- 
Siderable in Canada in the future. Does that 
give you one aspect of it? I could give you the 
other side. 

I could take you back to 1925 when the 


farmers loaded up a wagonload of potatoes and came 
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down the avenue and the first grocery store there 
gave a dollar a bag for the potatoes, By noon 
things were not looking too good and the farmer was 
getting nervous and if scnebody gave him 75 cents he 
took 75 cents, Then came three-thirty in the 
afternoon and he still had ten bags on his wagon, 
What do you think they sold for? Fifty cents, 

The poor guy that bought them for a dollar this 
morning is in a rotten position in competition with 
the fellow that bought them at three o'clock 
fomrifty cents, I trust we are past those days, 

We recommend these things be the subject 
of thoughtful and careful Study. It requires every 
segment of the industry to show a definite interest 
2 Ue ia hoe What we think of is a genuine interest, 
That is our opinion of how the Spread could be nar- 
rowed in an enlightened age through cooperation at 
all levels of this industry. 

COMMISSIONER MacKICHAN: I believe a co- 
operative marketing agency might help at the pro- 
ducer level. 

MR, CRIMP: That is another big subject, 
May I refrain from commenting on your comment? i 
would expect perhaps that subject might develop as 
we move along. I would like to deal with it; I 
would like to answer it. I think I can be helpful. 
I should not say "I", I apologize if I used the 


first person. It is not intentional. I not only 
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refer to "we" as Dominion Stores Limited. I would 
like very much to include Dominion Stores Limited 
as only one segment of the retail section of the 
food industry. Certainly it is only one section 
of the food industry as a whole. If in my dis- 
cussions I use the first person or "we" as Dominion 
I trust you will overlook it and understand that 

we mean the whole industry. 

COMMISSIONER MacKICHAN: There is just one 
other thing I would like to have your views on, 

You have a paragraph on fresh fish. What has been 
your experience in the last few years with fresh fish 
as to the quality of the product and the merchan- 
dising of it and acceptance? 

MR, CRIMP: The answer to that, sir, is that 
during my seventeen years and more of retail food ex- 
perience in Vancouver our company made valiant 
attempts to sell fresh fish, I hate to admit it, 
but the facts of the case are it was a dismal 
failure. There were many things about it why it 
was a failure. Sometimes the boat did not get in, 
The fish had not got in the net at the right time 
or fog closed in or the weather was too rough. 
Perhaps it was not the season to fish for that par- 
ticular type of fish. From actual experience I 
would say that in our store in Vancouver today we 
are making another valiant attempt. I think we 
have an excellent supplier and we have fresh fish 


now on a self-service basis. I have got my 


: 4 
. @. : a 

+ ee 
ca s Pongt * 

rae , mi 
ray Vatdke ll: Ceerrer4 : 
_bilvuow 4 a) tated. ee Gf is 
; an “Wir 


+ he: 
. ‘ 4 

7 vy fe 

f 1 if : _ 7 f 
j eS a at 7 Mg 
ar ae igh 


coe | sont eq te cig oll 


- > 
“Stee T oe Os | fe — Fe. 
G& Fr * Pia P > 
| aay eieeene we | witied ttn doy zt 
: ea . ; ves Be ar ae 
whan ue Sara Tie 
a yee . ithe Cow. Sati gs 
‘ 7 . er Er > ~ Hy a \ 


a a nae 
= — — 


Pes : a: a ects t a PY 7 
5 Sd ee 4 ae | ~*~ : — f * 7 
2 eae pa iia bE R Uw Cane mete P| 
j + ne 7 


i sale 
2 


r _ ‘ v : Pe P 4 i } 
cor ' ie : oy BS » i 
ree rt ores : "Da ays 
5 ors : * ee eae 9 ! 
* ri 4 . <«f F ; ta as 
% ‘»s . yi * 


an 
aay 
as 
- 
* 
. 
“ 
; 
£2 
§ 
Sa 
A 
ot 
©] 
3 
= 


, i 
oo ey ‘ 
: is é <3 } 
- ‘ "£9 
- - ewe oe > 4 
. £ rey ; . RR ac, + ’ * ] ¢ 
Cog j > 
ie é he , 
52 snd ~ bow? 
—9 : yt BAD 


; ' At’ £ “ ' 
: a ’ pre aw bad Citit hi } j 
bate ; . i) 
r a ' 
- Tn 
R Meee se 7 
hf Pe a . ‘ * ' 
ca Os foie e256. of Gg” ¢ 
: 
Mee oa rr 
a - + ys oF, ' 
4 ‘ ee " vert Pex 
ee re a4 } t » Ti EL 
= ¥ ‘ ae \ 
eer) oe at ! 
Bi Riestyee ’ if] 
p Maes eae < rer Math a ; af 
. > ao ° 
an te ae be “4 eri is in 8B 7] / 
eth. 4 . 
pean - | 
. bal seh ) 
= { 
nent eae A te ¥ oe «Die Gael deh? antl "4 : 
rem) rt ny Sue te . i fi al UAE sal Laine &! i‘ : aa 
Mae . is we ee 4 
bate ter) o 


aly 3 Agtow dod 3u rend? oa cit fit Deena) go Tne 


; oe TV at. ; $c Soi bow he RQ Ree 


Pits ah ". » oe i 
" 


Lt tt I: BL EL A a 

~ 

ot 
a 

4 

° 

of 

r- 

A 

+ 


i 
om nts é Li we ' * Por P PJ 
icnodieteoges talvbe ont (nodekt te aqgh amtaokd 


ow Gibed, nevootHey at sabte 10 cb dade eae Bldow 
, ; ay * this ou ys J hae] Lad Or igong grisiem € on s 
¥ - mee ony ie . oid alleen WANs 7 0+ ei 
oa oe abs ‘ “a i P -_ ’ ve a : 
39 dagirt evel an tee vetiques goalieoxe n eaaaih 
: i. OU ts eae Ls) ey ; 
. , _ Z ue at? a) Ay ‘ «. 
x f a ws wii & 


“nil 


i) 


(ae 


wor) 


- 3/f 


ANGUS, STONEHOUSE &@& co. LTD. 
TORONTO, ONTARIO se 


fingers crossed, It has been good up to date. a3 
hope we make it but as a means of marketing the pro- 
ducts of the sea, sir, I am sorry to admit to you 
that the retailers across Canada have failed to 
even come close to doing a good job of marketing 
fresh fish. I am prepared to say that it is not 
the way to go about it. There are better ways. 

COMMISSIONER MacKICHAN: I am sorry. df 
referred particularly to frozen fish, 

MR, CRIMP: Oh, frozen fish, That is 
another subject entirely. I think the possibili- 
ties for frozen fish are terrific. They are limit- 
ed only by the imagination of the people who are 
doing the processing, the attention they pay to 
technological developments in equipment. One 
thing Canada has not done and I think must do -- 
and here is another increase in the spread -- I 
think our fishing factories must be government in- 
spected. They are not today. The possibilities 
for the merchandising of frozen fish are terrific 
and we look forward to the day when they will be 
much greater than they are now. They are already 
much greater and we are getting them widespread 
throughout Canada as rapidly as we can get the 
frozen fish. 

COMMISSIONER MacKICH®N: I would like to 
say that the Federal inspection is coming. This 


inspection on a voluntary basis is available now, 
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MR. CRIMP: I am glad to hear it will be 
avallable, I think you will agree with me, or 
anyone who has even been close to some of our fish 
packing plants, I think you will agree it is neces- 
sary. I have seen them with no screens on the 
doors, As a matter of fact, just three weeks 
ago I saw a great big pallet load of beautiful 
fillets Left out at a temperature that day which 
was 85 degrees, I wonder whether those fillets 
were Grade A when they went in the package? 

That, sir, I suggest is one of the things 
which we can do together to reduce the spread, 
That fish was wasted through carelessness and that 
increased the spread, 

COMMISSIONER MacKICHAN: I would like to 


say that inspectors have been trained for the last 


year to look after just such cases. 


Say sk aS se pag may Sy eter, Ok ry £1 “ 
YP ae ries ES oi Epi ee tig ub wibeaey ah Ne ae 
7] 


| eh co 
i une 


cs *) 


ie 1] ap z As ~ 
aig akan 8 at ne at . 
a Js aang kT: 


pat ess V a ae ‘Ser 
aat’ ving WE od eeolyD 


mrt tps at tt SENG a% Loy 
ha a ok senee rer way jis hg anit: 
Sia 8 a4 BSN OE “ot ." T 
ord io eneeToe Sor aye, ssf ate om aun | 
Thy 


et aE SS 5 P 4) : ey oo " a sl 


aay (age WD, fatid # hs 


eam eek fen 


Me 
oo ONT ne, ie meh 


% 
le ee ‘isi 
fatt tuted. Io haat. oe fred he Savy ew 


giak 4 (Geet Ome ee ea ee i’. 
ae TR NE ae Saal Je a ) eee 
dotted jab dad) euivetequed 2 16 eee aces 
: hak Boer aah Peete a lef Lane? is aa : 
a Be ne ee = ae Me | : 
«C(t. suo tetdsiv tehnow T  seaweyene 
hc er er PE CPR ee fn met: ee 7 : - 
ae k Pa) ee ae ee es Sa a oS 
‘4c mies? eft ND wer Gari “Hist a Ree eee 


sy we tw Tm! im ene tego oe - 
be RS gh 6 rt ae xu i ard iid 


one ott 40 oao ak” “Fn satin Sa tke RIE * ve 


WWD Uses) ehh | Sea Sek S.t gk 


Parad. ott saubet é9 deavencs Oh Biss: epee: ae 


te ahs ee oa ay Me 
‘paid Bae ebsoringge binge HiiulS es su dion gin teh: “sam 
| pei si “ue sesont 7 
HS cd allie als Be eat sont anes } 
ee i j biaww mm ; a ast ath ‘ss aM “pivisaaeamce ror e 


“oes ‘sont ‘esa oseuey saat ‘tena | 
ERR Ben ay | 


ennas Hane "Joab, “ota Moel on RB 


>) 


ANGUS, STONEHOUSE @& co. LTD. 


TORONTO, ONTARIO 2883 


COMMISSIONER MARTIN: Mr. Chairman, I would 
like to say at first that I agree with what was 
said, that production, processing and distribution 
constitute one industry, and that one industry can 
only be prosperous with collaboration between all 
the three groups. 

Now, I would like to ask you one question 
related in some way to that chart. In your brief, 
on page 6, in the fifth paragraph you say that: 

". e+ the large stores have proven suc- 

"cessful in developing considerable 

selling power," 
While there is no doubt that it is true, according 
to patronage received from the consumer, and I 
think it is true too that you did not gain that 
patronage only by advertising or promoting, I am 
inclined to think that your branches should have been 
competitors. 

Now, according to figures collected from some 
chains and some independent stores, it seems that 
the gross profit margin in chains is a little 
higher than in the independents, You mentioned 
before in your brief that maybe the non-food busi- 
ness has some indication in that. In various 
briefs we have been told that the chain store had 
acquired the ability to command a lower price in 
buying. We have been told that. Maybe it is not 


true. Referring to that chart, I am just asking 
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if that ability to command a lower price at the buy- 
ing end -- particularly farm products -- may have 
some relation to what happened since a few years; 

by this, lowering the farm price. I hope it is 

not an unfair question, If it is, please do not 
answer, 

MR, CRIMP: I cannot consider your ques- 
tion unfair, Mr. Martin. However, I would like to 
give an intelligent answer, and I would respect- 
fully suggest, Mr. Chairman, this is an important 
Subject in so far as this Commission is concerned, 
I think, Mr, Martin, your question deals with fresh 
produce, Am I correct? 

COMMISSIONER MARTIN: Yes, 

MR, CRIMP: Would you care, sir, to narrow 
that a little more for me? I have good reasons 
for asking your help in that direction, Could you 
move to perhaps some more specific area? Fresh 
produce really covers the waterfront, and I would 
like to help you with intelligent answers, and if 
we could narrow it down a little I would appreciate 
» Re 

COMMISSIONER MARTIN: I am just trying to 
ask you a question in a very general way and in 
reference to that. Would you just try to ex- 
plain that? 

MA, GRIMP ; In a general way, sir -- the 
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have not -- however, in a general way I would like 
to quote for you the aim of Dominion Stores Limited, 
which I would respectfully suggest is not just so 
many words. This, sir, is the basis on which we 
trust, with every effort at our disposal, every 
ounce of energy we have, we shall develop our busi- 
ness in accordance with this aim. 

The aim of Dominion Stores Limited is to 
fulfill with ever-increasing efficiency its respon- 
sibility as a distributor of food, thereby perform- 
ing a satisfactory service to the consumer, pro- 
ducer, manufacturer and processor, to discharge its 
responsibilities to shareholders whose investment 
makes the covenant possible, and to provide its 
employees with a satisfactory living under the best 
possible conditions. 

I could deal with specific cases, Mr.Martin, 
in the matter of the purchase of fresh fruit and 
vegetables. Potatoes from New Brunswick and 
Prince Edward Island, and merchandise from all 
parts of Canada, and I believe from individuals, 
from Co-operatives, from marketing boards spon- 
sored under government agencies -- I believe that 
our methods of procurement are such that we have 
made and will make an honest endeavour to buy 
properly, to pay a proper price, that we trust 
will return to the producer a proper return for 


his investment, and likewise a proper investment 
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for his labours, 


That, certainly, is our objective. We 
work at it every day, and we trust, together with 
others in the industry, there will be opportunities 
in the future, as there have been in the past, for 
us to be of great assistance in raising that price 
considered to be below what we think of as an 
economic level for the producer, 

That applies to Mr. MacKichan in the fish 
business, The fish business ‘today is not econo- 
mic -- let's face it. We are buying our fish at 
the market prices, paying the proper price for that 
fish as quoted, That is not, at this» point; an 
economic price. It does not give the fisherman 
enough money. Our job and that of all of us in 
distribution is to deal with the mechanics of this 
thing, and those mechanics I respectfully suggest 
is the ability to bring the thing about that you 
and I both hope will come about through enlightened 
merchandising and cooperation, 

COMMISSIONER MARTIN: I would like to say 
I did not refer to any specific case, but just the 
previous statement here, and I would like to say 
that I am quite satisfied with the answer. 

MR, CRIMP: Thank you, Mr, Martin. Lt as 
extremely difficult to answer -- I might add as are 
all matters. I am sure those other gentlemen on 


the Commission realize that what one farmer thinks 
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of as a good price, perhaps somebody else is not 
quite in agreement. We have disagreements in all 
levels, Perhaps it is a good thing we do, and 
we come about with a better end result. 

THE CHAIRMAN: I think we are just getting 
warmed up, and with your store forbearance we will 
probably have you here for the rest of the morning, 
Since this is about half time, I suggest we take a 
short break. 


MR. CRIMP: Thank you, sir, 
~-~-A short recess, 


THE CHAIRMAN: Will you come to order, 


please? Mr. Martin, have you any further questions? 


COMMISSIONER MARTIN: No, not at this moment. 


THE CHAIRMAN: Mrs. Walton? 

COMMISSIONER WALTON: Yes, sir, there are 
one or two questions I would like to ask. In your 
brief you have a definite recommendation on page 4, 
It has to do with waste reduction, and you say: 

"We recommend that co-operative research 

"be encouraged in official quarters." 

What have you in mind, or could you tell us? 

MR. CRIMP: The last comment, Mrs.Walton, 
4s down towards the bottom of the paragraph, 

"Much still remains to be done in this 

"area of waste reduction and we recom- 

‘mend that cooperative research be en- 


"couraged in official quarters." 
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COMMISSIONER WALTON: It is the "official 
quarters" and "cooperative research", 

MR, CRIMP: And higher on the page, could 
you just point out to me -- do you refer to where 
paragraph 5 starts? 

COMMISSIONER WALTON: YES, 

MR. CRIMP: "Reduction of waste through 
skilful distribution methods. 

COMMISSIONER WALTON; "Much still remains 
to be done in this area of waste reduction" » and 
then you have a recommendation, and rccommend that 

"cooperative research be encouraged in official 
quarters" Could you suggest what you had in mind, 
or the method by which, or what official quarters? 

MR. CRIMP: I would like, Mrs. Walton, to 
say again this question of the reduction of waste 
in our opinion is the biggest single factor with 
which we have yet had to deal. It is not present 
to a greater extent perhaps in one area of the food 
distiibution business versus another. We find it 
present at all levels. 

Now, let us take, if we may -- or perhaps 
you would like to explore the consumer aspect a 
little more than the back stage, or which would 
you like to move into? 

COMMISSIONER WALTON: Actually it was the 


mechanics of the co-operative research. 


once. The field in which we refer to 
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ne 


waste, Mrs, Walton, covers things which in the food 
distribution business, to some people might appear 
to be so small as to not be worthy of recognition, 
Had we taken that approach, the food distribution 
industry in Canada would not have been in as good 
condition as it is today, and prices would have been 
higher, 

The type of waste we refer to is the refer- 
ence made here in the matter of trimmed beef, for 
instance, AS a consumer, I am sure that you will 
recognize that in times past in Canada a prime rib 
roast could have been cut by the length of the steak 
knife, and when so cut, contained at least two very 
distinct types of meat, one which required oven 
roasting, and the other required moisture cooking 
Ore Vey agcin Uw lal oam Today the prime rib is a prime Pap, 
and the short ribs are short ribs, and these tails 
have been removed so that the flank that was there 
now is in the hamburger where it belongs. 

COMMISSIONER WALTON: Actually, what I had 
in mind was that your recommendations says coopera- 
tive research should be encouraged in official 
quarters, Now, I would guess from that you are 
Suggesting there should be some body that would -- 
I just wondered have you any specific idea? 

MR, CRIMP: Yes, I think what it requires 


is to be narrowed down to the specific things that 


—— require to be done. The type of waste that I 
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could refer to would include an instance which 

came to my attcntion some time ago, and which I 
brought to the attention of the Canadian Potato 
Growers! Association at Guelph a little over a year 
ago. 

Seven carloads of potatoes on track one 
morning, each containing 4500 ten-pound bags, on 
opening the cars it was found that those potatoes 
had not been permitted sufficient time before 
packaging to permit the field frost to have shown 
up. The result was that they were packed just as 
they were brought from the pit into the bags. The 
weather was cold; heaters were put in the cars, and 
Mr. MacKichan and Dr. Drummond know what the result 
is -- the frost showed up. 

Seven times 4500 ten-pound bags of potatoes 
had to be unloaded from those cars, each and every 
bag had to be destroyed. The potatoes had to be 
regraded and put into new bags. That is a single 
example, Mrs. Walton, which is not an unusual cir- 
cumstance. 

There are things which we -- and when I say 
"we", I would respectfully request, sir, that in 
mentioning incidents such as those, the farthest 
thing from our minds is to criticize the shipper 
who shipped them or the grower that grew them. We 
are part of this parcel. It is only through 


working together that these things can be corrected. 


= o 7 
arith ir 
s) 


Lae 


i ; = 


AeanasonaaRe ina shaded! if = 


ol 


lo mena ‘ 3 ar 
ie, 
ie a giqglow) 28 a agatshocnns +? 


nT 
‘ants =n 


6 
ey : 

i 

a 


4 | 
Tete eri’ ct) Bai Mitty So 25 eal: uae baht’ 's a “4 
ee o. Si Mic sven FEO OW cr mrta pee Paee. A " 7 oo y of y 
: d - iy ; b 
a opodé Jane bowel saw Uf paso ens Bees 
Pere Re — ee beets ‘ he | ‘ , 


iW = 
wht dnetothtve USsiieneg -ased ton bs 
oa, S; : 


ean Qi oh tug stew epaveed 7hleo 25x eeaaeet | 
a vx ” . af . . 


e 


Cimeast gat dst) wor Oe.caumegt 420 Des fuaito Nae 1 
ee se ren x : - 
, heworis georvl ans ~ at q 
t . | | 
agate ig pyad Sawegeney O8Cr senkt govee Oe 


- f | 
line. ,piap saad’ mont bebsaimy ad oF bad | 


C3942) HES eRe 
ad of fie % aft ayogtash od ot hac gad | 
aeeRte 8 84 See Rei wan OFBR Tig bas ee 
iLo faueyew oe gor ef dodde .Oe Ee eth serie 4 
i _eoassonst | 
oF b ah ott <5 Of Gabi. eackakt ons. scot | oe 7 = 


BE SSA AE DRONE, CELE O ORES Batscw E. tent 


se 
A 


Seas Yih) Wao 8H, malign son | 
rtagaiie alt: ee holaiiree ol rest ‘aie redone orgie ron. ee 


Og ARR eka, PSast hoyrenty, Sarit wo ee " pki #0 
- ‘ ; } , : 


spp ee ae pony ie: 
bes ja SHS OH HSS warehette: matte 


halve 


al 


‘eae ) Pee 


il 


1111 Nttsaettiees 


ANGUS, STONEHOUSE & co. LTD. 2891 
TORONTO, ONTARIO 


That type of waste, Mrs, Walton, amounts 
to thousands and thousands of dollars in Canada 
everyday, I can cite you another instance of 
a carload of peaches last year which left Ontario. 
On its arrival at point of estination, examination 
by the Department inspector indicated that fifty 
per cent of the peaches were so rotten they imme- 
diately went into the garbage, The remaining 
fifty per cent had to be regraded and sold at a 
very low distress price, 

I suggest, Mrs. Walton, respectfully, 
that the freight paid on that portion which was 
thrown out,and all the additional labour which 
was involved, constitutes an area of the spread 
which is within the reach of an enlightened group 


of people to do at least something about elimina- 


ting. Those peaches should never havc been shipped, 


They were not evidently in proper condition, so the 
coordination between those things -- and the game 
thing is true each year -- the liaison between our 
people who grow things, the type of potatoes that 


are produced and the percentage of them that will 


not grade No. 1, that constitutes part of the spread 


That can be eliminated through proper soil analysis, 


proper soil treatment, proper rotation of crops, 
proper selection of seed and cultivation, disin- 
fecting and then finally, harvesting. The inci- 


dence of mechanical injury to potatoes in Canada, 
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that in itself is a terrigic waste. Fantastic. 
I think Dr. Drummond would know a lot more about 
that, perhaps, than Ae 

We can go on with verious items, moving through 
and even coming to a point, Mrs, Walton, coming down 
this close to the matter of operations of a food dis- 
tribution centre: the buyers set about to buy the mer- 


chandise required for the plant, and the boys whip 


through and do a wonderful Job, and the quicker they 
can get those buying orders off their desk, they feel 
perhaps they have been really efficient, However, 
the thing is only started, The manner in which that 
merchandise arrives at the distribution plant and the 
ability to spreadits receipt not only by days of 

the week but by hours of the day, will determine the 
efficiency of the plant, labour and facilities, 
Terrific savings are available whereby we can say: 
Bill Jones is bringing us a load of canned tomatoes," 
Instead of saying, "Bill Jones is bringing them 
Thursday next week," if we say we want those tomatoes 
Thursday at ten a.m., and his truck backs immediately 
into our dock at ten o'clock and is promptly un- 
loaded instead of having everybody coming Thursday 

at ten o'clock and unloading fifty trucks that are 
Standing outside, and some of them standing three 

or four hours, that is another area in which we feel 
waste is present, which we are doing our utmost to 


eliminate, We have not got as far as we would like 
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to go. 

COMMISSIONER WALTON: I was interested in 
the waste reduction because obviously it should 
narrow the spread, and we are aware of the waste, 
but I just thought perhaps you had a specific method. 

MR, CRIMP: When we refer to "official 
quarters", I think we would wish to include in that 
those government agencics, both federal and pro- 
vincial, which are presently dealing with those 
matters, and various associations throughout the 
food processing and distributing fields together 
with the consuming public in order that we might 
Study and deal with those matters together. I think 
that is the area, 

COMMISSIONER WALTON: Thank you. On page 
3, in section 4, this whole paragraph indicates 
that with the additional variety of services that 
have been put into merchandising today, which are 
of value to the consumer and she has liked them, 
or the customer, I should say, I would thinkand we 
know that there is a great deal of competition based 
on the introduction of new products. I mean every 
time a new product comes on the market it has to 
compete for a place in the sun and with established 
markets. In the retailing end of it, could you 
tell us how a new product cracks the icc and gets 
a place on your shelves or in your store when it is 


being introduced? 
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MR. CRIMP: That is a very excellent ques- 
tion, I trust I shall do justice to it, 

Obviously, regardless of how big we build 
our stores, it would still not be possible for us 
to handle everything that everybody produces or 
manufactures, or every size and shape and so on that 
they elect to have. So then the judgment of the 
merchant comes into play, and here we feel is the 
area in which our communications with our customers 
play a very big part. In order to do this job 
effectively we must be in constant communication 
with our customers. I think perhaps those of us 
who have been in the industry for a long time feel 
that perhaps we may be able to read Mrs. Consumer's 


mind by intuition or some sixth sense. 
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I am very sorry to admit that after 42 
years in the food business I have finally arrived 
at the point where I cannot judge those things on 
which Mrs, Consumer would put her stamp of approval. 
However, we take all the mechanics available to us - 
past experience, the type of products the range 
which we already have - and then we set about to 
Study whether or not we feel there could be a 
consumer demand for the product that would be 
sufficient to warrant us starting it. 

There are a great many ways of doing it. 
Some people in the food industry have consumer 
panels of their own which they submit samples to 
and gather opinions. There are other research 
organizations that are available to provide an 
excellent sampling across Canada as to their 
consumer panel reaction to that, and we have your 
own organization - and we are closely acquainted 
with many of the members - but, after all that 
is done today, I think, there are things we feel 
we cannot handle; we haven't enough space, We 
have got a good range, and we feel this range is 
doing a good job, because we have not had a demand 
as such from our customers for something more, 

COMMISSIONER WALTON: Then, it takes 
promotion? There has to be a promotion of the 
product and have it established? 


MR. CRIMP: Not necessarily, Mrs, Walton, 
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That is one of the things which I have learnt 
recently that is not necessary = - pardon me, in 
every case, I should add. 

I would like to point out that in this 
matter our judgement as to those brands within the 
range of products which we would have on our shelves 
might not necessarily correspond with those which 
you would find in our friend's next door or across 
the street, or anywhere else in the city. Our 
opinions differ in these matters, and perhaps that 
is one of the things which develops in each of us, 
independent, chain, or otherwise, a character which 
people come to believe in and enjoy. We finally 
say, "We don't know; let us test it", and in the 
past few years we have found that our test stores 
have done more for us than anything else we have 
aggempted, We put the merchandise out and give 
it what we feel is a good representative display. 
We do not do anything special about it to make it 
Seid, We put it on the shelf, giveit a good show- 
ing, and see how Mrs. Consumer reacts to it, and 
then, when the test stores have shown us the pattern, 
we endeavour to make our decision as to whether or 
not there is sufficicnt consumer demand for the 
particular item. That really is the process, and 
it is amazing what happens. Just very recently 
we brought in a big shipment of fruit in two-pound 


polyethlene bags - frozen fruit - and to my amaze- 
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ment the two-pound polyethlene bag ofthubarb at two- 
pounds for 39 cents was one of the most popular items 
we had. It was terrific value, and I think perhaps 
I had to seratch to find out the reason, and the 

only reason I could think of is that my mother used 
to make strawberry and mubarb jam, and this rhubarb 
came in at the time of the Strawberry season, and 
people wanted it, AS a merchandiser, I don't think 
I would have selected that item, but our test stores 
Showed us that, 

COMMISSIONER WALTON: How do you intro- 
duce your own brand names - the same way? 

MR, CRIMP: We have very few items under 
what are commonly called in the trade "private brands". 
We are a nationally advertised firm. We have gone 
in the direction of the nationally advertised items, 
and our items under private label are very limited, 
Where we have them we have endeavoured to apply 
those techniques which are proven techniques in the 
launching of a new product, to endeavour to put it 
in a proper package with the proper design, a fit 
label, and endeavoured to give it some advertising 
Support which we trust would help to bring the 
volume up to our expectations. We use the same 
techniques as other brand promoters would use, on 


the national scale. 


COMMISSIONER WALTON: We have heard in 


several briefs presented to us quite a lot about 
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Packaging, and the Commission has asked many questions 
about it. I think it was the day before yesterday 
we had a representative here on the question of brand 
names and packaging, and we appreciate that good 
packaging and colourful packaging is attractive, 

but what I have often wondered is - - one of the 
gentlemen here the other day said that if someone 
comes out with a new package, and perhaps felt it 

had a better colour design, then his competitors 

come out with a new package. So, they take a look 

at their own and they think they will have to put 

a new colour in, and I think his observation was: 
"How stupid", It is not the fact that the package 
was changed so much, but the colouring of the pack- 
age, and there is continual competition. It must 
Superimpose a cost, but does it increase percentage 
wise the total consumption of that product? 

MR, CRIMP; I don't want to give a 
general answer to a specific question, but in order 
to answer your question intelligently I feel I 
would have to narrow it; that is, as a general 
Statement, to say that a change of package, design, 
type of colouring and so on, would or would not be 
what we think of in terms of added cost - that is, 
it would have the end result, perhaps, of raising 
une price, I don’t think anyonc connected with 
the food industry could say that generally it has 


or has not. There are cases where change in 
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package design and method of packaging, the colour, 
Shape and other things, have brought phenomenal 
results in the matter of volume. 

COMMISSIONER WALTON: For that one pro- 
duct? 

MR. CRIMP: For that one item, and the 
additional expense in packaging is, in our opinion - 
and some may differ with this opinion - that this 
becomes in the area of what we think of as brand 
promotion, and it is not unlike Something which is 
age-old: I know when my first daughter went to 
School, and the first blazer came along, it was 
not long until Marjory had a blazer, and it is not 
unlike that. A brand is a very personal thing; 
it is our livelihood when we are a processor, and 
the evolution which is necessary to make our busi- 
ness efficient and strong - all these things are 
elements in the evolution and development of dis- 
tribution as we know it today. 

COMMISSIONER WALTON: Perhaps what I had 
in mind was that promotion and advertising - what- 
ever the whole thing is - I am persuaded to wait 
for a 1959 car, and maybe in 195t I bought a new 
washer because I was sold on the idea, and every- 
thing, and I am just wondering with the promotion 
of various forms of packaging and colour if I am 
going to be persuaded that "X" rolled oats, that 


I should buy the September edition of a company - 
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or; "X" company - because he has put a new package 
on. Then, the competitor, "y" company of rolled 
oats, he says, ‘Well, I have got to put a better 
dress on mine because "X" is taking the business; 
his volume has gone up through more attractive 
packaging", So, "Y" goes into competition with 
anew dress, and perhaps it goes on to i rales 2 
and "Z", and they have got to change their form to 
get back some of the volume that they have lost. 
Isn't that rather costly, that if "x" firm just 
momentarily gets a larger share of the market - 
and he may keep it - and at someone else's expense - - 
Srrcourse, it is competition, and he has to Cry "to 
Pewepary Or it back, Doesn't that superimpose, 
perhaps, an unnecessary - - I wouldn't know where 
to stop it - - but wouldn't you admit it might add 
to the cost spread? 

MR, CRIMP: I would hesitate a little bit, 
Mrs. Walton, on that one. Again, you have to narrow 
it down a bit. What I would like to say to you is 
that I can cite many instances of products - let 
us narrow it down to products - where a store pack- 
age, in our opinion was hum drum, and all of a sudden 
this thing sparks up, and the total volume in that 
product by "X, Y, Z" company - all of them - have 
benefited from snapping out of their lethargy ana 
getting modern and appealing to Mrs. Consumer. In 


our days ralled oats took twenty minutes to cook. 
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Now I believe with some of them you can do it in 
less than a minute, Well, if I elected to Stay 

in the twenty minute area, and with exactly the 
Same package as I had 4o years ago, I am afraid I 
would not be in the rolled oats business, This is 
a competitive world: Everything we do, and the 
very development of itself, we feel, comes about 
through this process of evolution, I, however, 
would not wish to Say that some processors or 
manufacturers, through ill conceived plans, perhaps 
have not been as successful as they might, but I 
could not subscribe to the fact that the packaging 
as such - - perhaps he didn't spend as much money 
on advertising. I would have to look at the whole 
package to find out whether or not it had, in fact, 
increased the price. Personally, I would like to 
endeavour, in the range of products we carry, to 
find in my mind an example of what I would think 
WaS a complete failure, and I fail to find one. 

I am quite a believer in g00d packaging; I think 
it is a necessary part of the business, 

COMMISSIONER WALTON: Thank you. You 
don't keep the failures on your shelves? 

MR. CRIMP: Mrs. Customer, however, as 
you well know, whether it is the price or the pro- 
duct, or the shape of the package, or the colour 
of the package - or whatever it is - Mrs. Customer 


is pretty definite in her desire as to what she 
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wants or does not want, and one that does not fit 
does not sell and pretty soon it is off the Sherr. 


That happens every day of the week; that is not 


something that does not happen. It is happening 
all the time, The process of evolution goes on 
daily. 


COMMISSIONER KIDD: In section 10, on page 
f, you say the move to the suburbs is changing Shopp- 
ing habits. We have heard some Statements to the 
eihéect that the consumer, when he buys in the manner 
you have demonstrated nere, is absorbing a hidden 
cost for delivery and Storage, more so than when he 
buys in other ways - for example, from the small 
corner grocery store: I would like to have your 
comment on that. 

MR. CRIMP: I think I understand your 
question, Mr. Kidd: It is that, is the once a week 
big shopping job more costly than frequent trips to 
the store? 

COMMISSIONER KIDD: Well, that is inherent 
in the question, yes. 

MR. CRIMP: You say that it is inferred 
that someone is absorbing some cost: Could I ask 


just to what you refer in that matter? 
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COMMISSIONER KIDD: I mentioned the trans- 
portation to the store and back, and the storage of 
the products that they buy in that once-a-week 
shopping. 

MR, CRIMP: I don't know that I am just 
exactly getting your question. What I have in 
mind is we are talking now about a cash-and-carry 
store that we would think of as being in a densely 
populated area amongst a lot of other stores, versus 
a food stores in one of the outlying areas, both on 
a cash-and-carry basis. 

COMMISSIONER KIDD: No, it is not so much 
that. If we assume that chain stores, by the method 
of distribution, sell products at cheaper prices than 
the independents, is this not offset by the fact that 
the customer has to go to that store, pay his trans- 
portation or delivery charges, if you would put it 
that way, and return home with his once-a-week 
shopping and then provide storage for it? You 
will recognize, Mr. Crimp, and I am sure Mr. 
Sutherland will, that this question and some others 
I want to ask you flow from some statements made to 
us here, 

MR. CRIMP: For that reason I want to try 
and deal with it properly. That was my reason 
for asking are we talking about two self-service 
storcs. That is one point to start at. 

COMMISSIONER KIDD: Let us take it on the 


basis, in addition to what I have said, that the 
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Wi 


alternative is buying from a small independent store 
several times a week and getting delivery. It may 
be that makes it clearer. 

MR. CRIMP: Do you mind if we try and take 
it piece by piece? i think if the measurement, Mr, 
Kidd, you wish to pue on tiie tars measurement of Mrs, 
Consumer's time in doing the Shopping act, if that is 
what we are putting a price tag on, could we move in 
that area? 

COMMISSIONER KIDD: I am not so sure I would 
agree with that interpretation of the question, You 
see, I am thinking in terms of some things in your 
submission as well as what we have heard in terms of 
the advertising campaigns, upon which you elaborate 
in your brief, to get people to go the chain stores 
and do their shopping in the way most of them are now 
oan 1, I would rather take it from that point. 

MR, CRIMP: I think, then, Mr, Kidd, we 
would have to reach back a bit. When we are speak- 
ing about our advertising as such we are endeavouring 
to communicate to all those people who we consider 
to be within the trading area the package of ser- 
vices which our company has to offer to the consumer 
public, That package of service would include all 
those things which go to make up what is commonly 
thought of as satisfaction in the consumer's mind. 
They incorporate, first of all, finding the things 


she would like to have, the brands and sizes she 
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would like to have, the atmosphere in which she can 
do her Shopping, the knowledge that the merchandise 
which she buys is fully guaranteed and also the price 
she pays for the product is likewise one of the fac- 
tors that go to make up value or satisfaction. This 
is the parcel which we have to offer, I think the 
consumer, we would agree, is the final arbiter as 

to whether the package we or some other merchant 

has to offer is the package which gives her the type 
of satisfaction which she wants. I think the 
economist would agree that if we fail in any segment 
of that bundle of services, and if we fail in a 

great many of them, I am afraid the economics of 

life would soon wash us out because Mrs. Consumer is 
avery discriminating buyer. 

COMMISSIONER KIDD: I am not going to 
quarrel with you about Mrs. Consumer being a discrimi- 
nating buyer at all. May I assume from what you 
have said that you believe the drawing of the custo- 
mers into the trading area and providing the services 
you mention would then offset the factors of hidden 
delivery charges plus storage that Mrs. Consumer must 
also pay? 

MR, CRIMP: I miss the point a wee bit. 

I hope you can help me, In the very large portion 
of our business we don't have any delivery. In 
some places we do, weather and other things affcot 


= ae The big bulk of our business is strictly 
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cash-and-carry. You see, what I am getting at is 
when you talk about hidden cost of transportation I 
am thinking of the cost of transportation of the 
customer to the store, or is it the goods from the 
store to the home? 

COMMISSIONER KIDD; Clearly 1It°is both 
things. Let us say the customer has to travel a 
certain distance in her automobile and pay for the 
gas aad the expense of running an automobile, let 
us say it costs 40 cents a trip to the store. On 
the other hand you might buy from a small grocery 
Store and get dclivery although the price might be 
higher when you consider the other factor it levels 
Ort. 

MR. CRIMP: I think I understand now. 
I think in the matter of price the consumer adds 
these things up in her mind and they pretty well de- 
termine what they would like to do in that connection. 
I am sure there will always be a place for the other 
service. If I may I would like to point out to 
you, sir, that something has happened. Again 
this business of evolution is at work. 1¢ i660 
wonderful thing that has happened, really. itis 
not too many years ago when the housewife was sad- 
dled with the entire responsibility of food marketing. 
She not only had to figure out where she was going to 
go, how she was going to get there, how she was 


going to pack it home or have it sent home, she got 
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no help from the better half at = ie Fortunately 
today the men have seen the light and today food 
shopping has become an exhilaration. We feel that 
the supermarket of today has made a wonderful contri- 
bution in the matter of home life. There we find 
the families. I am not just drawing this up as 
something to be funny about. Statistics will prove 
that the incidence of families Shopping today are 
higher than they have ever been in history. The 
food shopping is a family outing. 

COMMISSIONER KIDD: This is one of the 
cultural changes. 

MR, CRIMP: The enjoyment people Bet at 
the food store is one of the big items of the 
week, We think it 1s a wonderful forward step. 
That is why I find myself having trouble putting a 
price tag on the transportation. Have I come 
anywhere close to being helpful in answering the 
question? 

COMMISSIONER KIDD: Well, you are very 
capable at answering questions, Mr. Crimp. In the 
list of items in Exhibit "K" it looks as though 
additional facilities in retailing have been aimed 
at drawing in customers whereas on the other hand, 
apparently, more of the facilities to increase the 
volume of the processing has been to hold down 
costs. Could this latter method not have been 


applied morein retailing and this might have resulted 
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in lower food costs? 

MR. CRIMP: I am glad you brought that 
up because this is an area in which I think possibly 
our presentation here might not set it out quite as 
we should. it 18 Gifficult ina orlet Tolce-. 
everything in. Such is not the case, Mr. Kidd. 
When we talk about displays, which to the uninformed 
is a matter of trying to excite people to buy, there 
is a great deal more to it than that. Our grocery 
shelves where we put canned goods, for instance, 
are scientifically designed and they are designed 
to bring about the very things in which this Com- 
mission is interested. How can we lower the cost 
of food distribution? 

Just as a very small example I would like 
to point out to you that in our grocery shelving you 
will find a slight incline. This does two very im- 
portant things. It makes the bottom shelf, which 
in the old conventional grocery shelving was com- 
pletely impossible to see, it makes it have new 
life. It gives added impetus to where the bot- 
tom shelf today is equal and exceeds in many cases 
the so-called eye-level shelf. 

Now in the matter of the slant, it is a 
small thing but it is a big thing when it is 
multiplied millions and millions of times across 
Canada. To put two cans of canned goods one on 


top of another standing upright is somewhat of a 
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rick and requires placement by two fingers to get 
2G Lent; When this is inclined the merchandise 
falls into place automatically and the speed at 
which we can fill a shelf is enhanced terrifically 
by such a device. It is not a mechanization. 

We were pointing here to mechanization rather than 
planning. 

In the matter of space allocated to the 
merchandise on the shelf great study is given by all 
forward thinking food merchants in that matter. ‘i 
think we referred to it somewhere in the brief. We 
talked about taking the shipping case as it comes 
from the manufacturer and moving it through the 
various channels of distribution to tho point where 
it goes on the shelf, By merchandise arrangement 
| and by the depth of the shelf we find to a very large 

extent that with a big percentage of the merchandise 
we put on display we can sell right down through. 
When we come to replenish it we can put a full case 
on the shelf rather than one row and then two rows. 
The cases have forty-eight tins and if you put six 
on at one trip and six on at the next trip it would 
take you eight trips before the case was unloaded, 
That type of thing has received terrific research. 
Now with frozen food, in putting in addi- 
tional feet of frozen food counter it certainly makes 


a better display but when you are in the act of put- 


——| ting packages in the case we have some small ones and 
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if you put three items in one row it takes forever 
and a day to stock the frozen food case. Now if 
you have a full row you take the case out and it is 
all in there and done. 
These are things going on every day of the 
week and there are many of them. 
COMMISSIONER KIDD: In your last para- 
grath there are a great number of interesting 
possibilities. I would like to ask one or two 
questions on that. It is stated large scale opera- 
tions should result in efficiencies at reduced prices. 
MR, CRIMP: Could I interrupt you? May 
I find the paragraph you are referring to? 


COMMISSIONER KIDD: The bottom of page 7. 


As our chart shows we see that the spread between 


ee 


farm prices and the final price is growing. fi 
would like to get your commend on what seem to 
be one or two factors here, Why has the develop- 
ment of large-scale operations, such as you have 
been outlining, not resulted in declining final 
prices? You may say it has. 

MR. CRIMP: I understand the question, I 
think, oir. I think in that respect, I think I 
said this earlier when I was addressing Mrs.Walton, 
that if we had not found many, many ways to econo- 
mize in the food industry we would be looking at 
a very much worse situation than we are looking 


at today. I would like to express myself with 
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due humility. There is a danger when you are 
talking about things that your own company has done, 
or the industry has done, you might be patting the 
company or the industry on the back. You approach 
a very complacent position. Such is not the case, 
| When we talk about influences which are 
present, and I am speaking for the whole distri- 
bution industry now, we feel that the combined 
efforts of the food processing and distribution in- 
dustry have made a very commendable Showing in their 
ability to offset what have been at times almost 
insurmountable difficulties in the matter of 
rising prices of those things which can and do 
affect the cost of operation of any business. If 
you started to name a list of them someone might 
think the one you started out with had some type of 
priority. However, I think the Commission are 
quite well advised and if they are not we ghall 
endeavour to the best of our ability to submit those 
influences and to show those influences and the 
terrific magnitude to which they have developed. 
We feel through efficiency we have been able to off- 
set them to a large degree. We feel there could 
be still further development. 

COMMISSIONER KIDD: Mr. Crimp, it has 
been said the proportion of food sales is falling 
into the hands of fewer and fewer distributors, 


Thinking in the terms of the first part of my 
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question that efficiencies should result in lower 
price due to large-scale operations, and thinking 
also of your last paragraph here, what would you 

say would be the future of prices if this concen- 
tration goes on in che way it has been developing? 


Just to add to that we were given the figure of 
70 per cent of food sales by food chains in Toronto 
here this week. 

MR... CRIMP’: The pointing out of an iso- 
lated area, Mr. Kidd, can show one this way and one 
that way. The statistics that we have are pro- 
vided from the best source available and would not 
indicate those proportions, However, it is my 
considered opinion, and I think we have stated it 
in our brief, it is the considered opinion of 
Dominion Stores Limited, and I believe that opinion 
is shared by forward thinking food merchants, that 
those establishments which are referred to by 
various names, such as independents, voluntary 
chains, corner stores, and so on -- it is our con- 
sidered opinion that in the food distribution of 
the future each of those will continue to play the 
important part that they have always played in the 


economy of this country. 
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(Gas 
NU 


MR. CRIMP: We feel that the consumer 
public has varying needs and has varying desires. 

I would not Suggest for one moment that any one 
method of distribution would at any time approach 
being able to render all the services that all the 
people would want at any given time, 

COMMISSIONER KIDD: Just one more point, 
This is something that again the Commission has 
heard a fair amount about, and in the first para- 
graph on page 7 you say: "Net earnings may be 

weeurticient to encourage further investment in food 
distribution", What would you say to the argu- 

| ment that present prices include sufficient to 
change those to allow this re-investment, and if 
this is so - and you raised the point yourself in 
your submission - why should the consumer be com-=- 
pelled to invest through the price mechanism in 
an een iae which he may feel has already reached 
its optimum size? Why should the enterprise not 
raise funds by selling stocks or bonds in order 
to pay for its financing rather than taking care 
of it through the price mechanism? 

Following this up a little bit further, 
would you agree or would you not agree that the 
investor should have the opportunity, if he wants, 
to invest in any particular enterprise? 

MR, CRIMP: I think you have your questions 


written down, Mr. Kidd. Could we take them each in 
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their turn? Could we take them one at a time? 

COMMISSIONER KIDD: Abt CIeni., 

MR. CRIMP: I think I recognize about 
four questions. 

COMMISSIONER KIDD: All on the same point. 

MR, CRIMP: I would like to try to answer 
them, if I can, to your Satisfaction and to the 
Satisfaction of the Commission generally. 

COMMISSIONER KIDD: The first one was 
the point that has been raised to the Commission 
that present prices includes sufficient to provide 
for re-investment. Would you say that is so? 

MR, CRIMP: In answer to that question, 
sir, I think I would be making a correct statement 
if I said that it was not the case. That there 
are other factors which are required over and above. 

COMMISSIONER KIDD: You say that is not 
the case, that the price as charged does not include 
Sufficient for re-investment? Is that your position? 

MR, CRIMP: quoted just as such, there 
are other influences that would be required to be 
taken into consideration. 

COMMISSIONER KIDD: But in your first 
paragraph on that page I believe you do agree that 
your net earnings have been sufficient to allow for 
re-investment? 

MR. CRIMP: There has been some re-invest- 


ment of earnings, sir, yes. 
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COMMISSIONER KIDD: Well then, getting 
on to the main point - you may consider this 
Philosophical, but I am not so sure it is - if it 
is so that net earnings do provide enough for re- 
investment, do you think that the consumer through 
the price mechanism Should pay for re-investment 
in an enterprise which he may feel has already 
reached the optimum size in his viewpoint? 

MR. CRIMP: I would feel in that case, 
par, ‘that we are taking a hypothetical individual, 
and that individual is assuming that a certain in- 
dustry has arrived at an optimum point, and if in 
Nass Opinion +it had, and he did not wish further to 
patronize that organization, he would be free to 
Shop elsewhere, The point being has in fact the 
industry reached the optimum, 

COMMISSIONER KIDD: The investing public 
might want to invest somewhere else, “but it has 
been a contention that has been made,that the prices 
charged in fact do not allow him the opportunity of 
discrimination, 

MR, CRIMP: Would you mind saying that 
again? The prices charged do not - in other words 
the value is so good in the store you are talking 
about,he cannot afford to go elsewhere, 

COMMISSIONER KIDD: No. 

MR, CRIMP: That is the case, but I do not 


think that is what you have in mind, 
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COMMISSIONER KIDD: No, that is not the 
point at all, I want your comment on this point 
that has been raised that prices charged for foods 
today provide sufficient for re-investment. Now, 
does that not remove from the investor the chance 
to decide where his money will be invested? 

MR. CRIMP: You are Speaking now of the 
individual customer and the price he pays for his 
merchandise as an investor in the business from 
which he buys the merchandise? 

COMMISSIONER KIDD: Maybe he just wants 
to buy groceries and not invest. 

MR, CRIMP: Pardon? 

COMMISSIONER KIDD: Maybe he just wants 
to buy groceries and not invest in the company. 

MR, CRIMP: I think we have to get back, 
Mr. Kidd, and take this hypothetical case: The 
whole thing - this whole thing comes back to us as 
individuals, and if the value for the merchandise 
bought at 'X" store is satisfactory to me, that I 
cannot go elsewhere to better it, I think, sir, then 
that it would be evidence that should that company 
be able to operate successfully under those circum- 
Stances, that would be a sound individual or corpora- 
tion under the free enterprise system, and that that 
would give us the assurance we need that our economy 
Shall move forward during the years to come, 


I think the consumer has the final say as 
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to the price he Should pay. If I was buying a suit 
and somebody wants $150.00 for it, and I went to 
buy it and I want to buy at $85.00 I am completely 
free to go and get the $35.00 one, provided I think 
it will do all for me the $150.00 one WELT) Those 
principles I feel are prevalent, and in that pack- 
age of service, Mr, Kidd, I think you will have 
noticed that I did not put price first on the bist, 
Our studies of the food business would indicate that 
the consuming public put a very high value on other 
things which they think of aS a complete parcel of 
Satisfaction, 

THE CHAIRMAN: Mr. Drummond? 

COMMISSIONER DRUMMOND: I would like to 
Start with a question that relates to this onece-g- 
week shopping that you mention in your section 
number 9 on page 7. We have been told, and I pre- 
Sume this is substantially correct, that there is 
a pronounced tendency for the Shopping in the chain 
Stores to be pretty well concentrated in the latter 
part of the week, 

MR. CRIMP: Yeo. I think the figures, 
Dector Drummond, would show that taking the whole of 
Canada, and I think the most accuratefigure I have - 
it may not be exactly correct - but I think 75 per 
cent of the food shopping in Canada today is done on 
Thursday, Friday and Saturday. I believe that to 


be substantially correct. It may vary a little this 
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way or that, and does vary Slightly by areas. 

COMMISSIONER DRUMMOND: Would it be 
true that if instead of that state of affairs, if 
you could have a Substantially even purchase through- 
out the various days of the week, would that have a 
very Significant effect on your cost of operation 
and therefore on the Spread? 

MR, CRIMP: I think it is axiomatic such 
would be the case, Doctor Drummond, and I think I 
mentioned that in the matter of plant operation where 
we talk about a work load, Obviously in a factory 
the optimum is only reached by the ability of the 
manufacturer to have an even work load. However, I 
must immediately combine and Say that when we are 
talking about having loads arrive at our warehouse, 
and when we are talking about a factory working on 
an even work load, we are talking about things which 
are controlled, 

Historically, however, in Canada - I 
Suppose because we are an agricultural country 
basically - we still have, and in my opinion will 
contue to have, those shopping habits which have 
predominated in the purchase of food for the last 
42 years for which I can speak with authority, and 
our whole society is built up in this manner. I 
believe our fathers and mothers and all of us have 
been accustomed to the Sunday roast and the roast 


potatoes or baked potatoes, and if we are ever 
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going to have an apple pie we get it on Sunday, 
and that we think is part of the Canadian way of 
coe s | 

Attempts have been made, sir, and I have 
been associated with many determined attempts to 
Spread the food business more evenly across the 
week, and I again admit that this is an area on 
my part at least of failure. Dismal failure, a 
have not yet found the formula, and I think co TAME 
have to do is look in my own home ana I know the 
answer, 

This changed e little bit during the war, 

and some merchants, if they happened to have a case 
of salmon and that was going to last them a week, 
they would put a few cans out on Monday and a few 
out on Tuesday and they got a little more at the 
beginning of the week, but historically, I think it 
is part of our way of life, that week-end Shopping 
is with us, and attempts to change it have been 
made, but they have been such dismal failures that 
we aS a company feel that our role and the role of 
the food distributor of today is to make our services 
available to the buying public when Mrs. Consumer wants 
to buy. If she wants to buy on Thursday night or 
Friday night we mast be there to serve here, and we 
feel that is our role, and to serve people properly, 


we should be available to them, 
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I come quickly back on that to say, with- 
in reasonable limits in a democratic society, to 
which we subscribe, I don't think that will change. 

COMMISSIONER DRUMMOND: These attempts to 
change that have been mentioned, have they included 
the type of consumer education which would inform 
consumers of the concrete savings that they might 
expect as a result of responding in this more even 
shopping manner? 

MR. CRIMP; When you put it that way, 
the answer would be partially "Yes". In refer- 
ring to it in institutional copy, which Saluy 7 10 
you shop on Monday, Tuesday or Wednesday you will 
be making it possible for us to do a better JOD Cn 
serving you" -- we have said that; we have gone so 
far as to put some extra values in there. We, 
and others who have tried it, have had special &als 
for Monday and Tuesday. At one place where I was 
in charge of a group of stores we took full-page 
advertisements on Tuesday night, and we really went 
a2L out. We were sold on the deal; we thought it 
was a good thing, and we worked on it, and I am 
sorry to say, sir, it was a failure. 

COMMISSIONER DRUMMOND: Getting back to 
some of the matters that have been touched upon al- 
ready, you have made considerable in your brief here 
of the necessity for what you call closer liaison 


between producer and processor and distributor, 
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Your exhibits indicate the type of liaison that 
has gone on thus far, and I am wondering what your 
view would be of the type of liaison represented 
by what 1s commonly spoken of today as vertical 
integration? 

MR. CRIMP: Vertical integration, to me, 


is a new term, I think I was exposed to it first 


two years ago. I have done considerable study in 
the matter, I would be voicing a personal opinion 
in this -- and I am not sure the Commission wants 


personal opinions; however, I can go this far and 
say that these studies which I have done, which 
have included the whole of the North American 
Continent, while on the surface some of them appear 
to have been reasonably successful, I find in each 
elements which I, as an individual, would wish to 
have a great deal more information concerning be- 
fore I can voice an opinion as to vertical inte- 
gration being something which should or should 

not be adopted, I think when we are talking 
about liaison we are talking of the vehicles which 
are presently available to us in our society as we 
know it, with the farmer a free enterpriser just as 
much as we are, and enlightened people endeavouring 
to take the marketing concept. You know it so much 
better than I do. For heaven's sake, here I am 
with a farm and I grow some potatoes and I think 


they are good, and you have got some and you think 
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they are protty good too. I am on the front con- 
cession, and you are on the back; I have got big 
taxes, and I think my potatoes are better than 
yours, You have got a far more diversified opera- 
tlon than I have, and your potatoes, to you, are 

a sideline. You can market them, and throw them 
on the market, and sell them much cheaper than I 
can. At Fredericton just three weeks ago we 

were told of a study conducted by the Ontario De- 
partment of Agriculture -- a three-year study in 
the matter of production of potatoes covering some 
400 farms. The study, in my opinion, was one of 
the finest things I have ever seen. It indicated 
one man could grow potatoes for 72 cents a bag, 

and another one in the same group whose cost was 

95 cents. Now, Dr. Drummond, I think the type 

of liaison that is necessary is to find that market- 
ing level at which we shall be able to live to- 
gether, because one man grew them at 72 cents and 
another at 95 cents. That is the problem, sir. 

I suggest it would take research. 

COMMISSIONER DRUMMOND : Do I take it, 
then, that up to this time your firm has not seen 
fit to undertake what we call contractual rela- 
tionships in the procuring of supplies or under- 
taking processing yourselves? 

MR. CRIMP: No, sir, and there is a 


very basic reason why we do not contract, and that 
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basic reason is that we think that the man who 
grows the merchandise, who has put his investment 
into 41 and equipment and labour, is en- 
titled to any increment that might accrue through 
a market advance, and for that reason we buy 
strictly on the basis of the price prevailing at 
the day of shipment, I feel that policy has some 
elements that are sound. 

COMMISSIONER DRUMMOND: in: scttion 7, 
I believe, page 5, the paragraph second from the 
bottom, where you speak about the attention that 
has been given in some quarters to the influence 
of advertising and promotions, including contests, 
premiums and trading stamps: you are quite well 
aware -- and Mr. Sutherland perhaps more so -- 
that this Commission has already heard very con- 
siderably in respect of these matters. You state 
here in this section that these devices are a mani- 
festation of continuous striving for the greatest 
possible advertising efficiency. Then you go on 
to say that your costs for this type of promotion 
or this brand type of advertising, are only a 
minor share of total advertising expenditure, The 
question I am wondering about is this: do you feel 
that this particular type of advertising expendi- 
ture ~- promotional expenditure -- is an extremely 
effective one from your standpoint? 


MR, CRIMP: I would like to go back, if 
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I may, quite a long way to when I started in the 
food business: my first retail store was in 1921, 
and I was a young man trying to put a retail store 
on its feet where my predecessor had gone bank- 
rupt. There was quite a good shop just a few 
doors down from me, and the chap that ran that, 

I found, was giving our suckers to all the chil- 
dren, and he did other things along that line, and 
I was naturally faced with the decision as to 
whether I would give out some suckers, or whether 
I would do something different. I elected to 

do something different. However, I take you 

back that distance to show that the giving out of 
suckers in 1921 was part of the method that this 
merchant decided was his most effective method 

of attracting customers to his store. Histori- 
cally, sir, from that day forward each of us in 
our own way have assessed those vehicles which 

we find available to us, and we have either used 
them or not used them. I would be very careful 
to say that any of the vehicles presently in use, 
apart from that portion of our advertising which 
is the basic core -- our communication to our 
customers through the daily and weekly newspapers, 
which I don't see any change in in the foreseeable 
future -- over and above that, I find as a valuable 


quantity assessed from time to time all the various 
merchants, one thinking one is better than the 
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other, and so on, and we have all used those addi- 
tional vehicles, We submit that they are the 
minor portion of our total advertising expense, and 
in that connection, Sir, in our answers to the 
questionnaire which the Royal Commission has sent 
in, the figures in that connection will be available 
in the questionnaire, I would like to point out 
further that should there be further specific 
questions in your mind in connection with that 
subject which are not covered in the questionnaire, 
if you would like to ask those questions now, or 
subsequently, we would be very happy to record the 
questions and we will endeavour to provide such 
answers as we feel you would like to have. 

COMMISSIONER DRUMMOND: Thank you very 
much; I appreciate that. I take it from what 
you have just said, and also from what is stated in 
the brief, that if this represents a minor share of 
your expense, it is another way of saying they con- 
tribute only in a minor degree to the widening of 
the spread? 

MR. .CRIMP: I think the way I would like 
to put it, if I may -- and I am endcavouring sin- 
cerely to answer your question directly -- is this: 
when I say what I am going to say, I can take you 
to meeting after meeting in our meeting room at 
605 Rogers Road, and the same type of meeting will 


take place in everybody's office who spends any 
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money on advertising: one of us likes this thing, 
another likes another thing, and so on, and one 
thinks we should be doing this and another one 
that, and the best I can come up with, sir, is that 
it is the sum total of all the things we do in the 
matter of rendering a service to our customers, 

the convenience of our stores in so far as shopping 
convenience is concerned, the atmosphere we provide 
for the shopper while there, the quality of the pro- 
duct we sell, the price we sell at, the fact that 
the shopper knows it is guaranteed, plus the ad- 
vertising to pinpoint which of those we should 

or should not have; it is the sum total of all the 
things we do which determines whether or not we 


Should be successful. 
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COMMISSIONER DRUMMOND: That suggests to 
me a very worthwhile question and a question that 
would perhaps take you sometime to answer, Per- 
haps it is the sort of thing you could supply us 
with an answer later, EG Ls: Juet this: It has 
been stated here today, and many times elsewhere, 
that the chain stores generally have been taking 
over a very pronounced portion of the total retail 
food business, The question relates to the reasons 
for that fact. You have just said what in your 
opinion are some of the reasons for that. We hear 
also that your type of organization possesses very 
distinct advantage from the standpoint of the pur- 
chase of your supplies, which in turn permit you to 
offer what you have just indicated is price appeal. 
We realize that you have provided a very special 
type of environment in which to do the shopping Act. 
We realize also that you have made extensive use 
of these types of promotion that are mentioned in 
your brief. Would it be possible for you at your 
greater leisure to consider this general question 
and list in order of importance the expense to which eac 
of these factors have actually contributed to your 
general success? 

MR. CRIMP: That was the one point, Doctor 
Drummond, that I hoped I could try and point out to 
Mr. Chairman and the Commission. In this area what 


has it been which has made this store successful or 
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this chain successful? I mentioned earlier that 

in my experience in the retailing business I 
followed a man who went bankrupt. I followed him 
and very fortunately I was able to make a success 
of my business, The facts are so deep rooted. The 
man who preceded me in that little store at Broad- 
way and Main in Vancouver was a retired farmer 

who had come to Vancouver with a sum of money on 
which he was going to retire, He had bought this 
food store because somebody told him, “This asa, just 
the thing you need for your declining years." The 
apartment upstairs was a lovely apartment and he 
would be able to live at home and have lunch with 
his wife. 

May I suggest to you, sir, that the one 
ingredient that was missing in that combination - - 
he had been a successful farmer but he had no train- 
ing in the food business, The food business, sir, 
we like to think of as one of the highest professions 
in Canada because food is Canada's largest business 
by far. There is no industry even comes close to 
it and one person out of every four are members of 
the food industry. We trust that the level of 
knowledge and the training in the food business will 
be expanded in the future. 

Now, [interrupted you there, Trying to 
point out one segment of which has made you success- 


ful would, I think, be impossible. If you could 
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word your question at your leisure and submit it 

to us we would endeavour to the best of our ability 

to be helpful to you in the matter, Is that 

Satisfactory, sir? 

COMMISSIONER DRUMMOND: Yes, thank you. 

There is just one other question I would particularly 

like to get your views on. I think it borders on, 

if it is not the equivalent of, one question Mrs, 
Walton was discussing with you. It relates to the 
statement at the top of page 3, the first para- 
graph, section 4, where you state, "Improvements 
in the product through processing or distribution 
may increase the cost of bringing the product to 
the consumer, but such improvement may make it so 
much more acceptable that its volume of sales will 
increase, enabling some of the extra costs to be 
offered by economies of scale in production and 
distribution." I can fully appreciate that logic 
so far as a Single firm and single commodity is 
concerned. I am wondering if you would make the 
same statement in respect to food commodities as 
a class. That is in regard to all suppliers of 
food. 

MR, CRIMP: Doctor Lrummond, you have 
got me right up into that area of economics and 
while I have been a student I do not profess to 
have developed in it. I would like to say this: 


The economist, I believe, say that the human stomach 
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can only absorb three pints per day and I accept 
that. However, I would further point out that 
while it may not be possible to have the human 
Stomach absorb more than a given quantity I would 
Suggest, sir, what we are talking about here is 
putting things in such an attractive form, I 

will take my own home, I have four children and 
Six grand-children. If we put a bowl of fruit 

out on the table and the bananas are bright yellow 
and the apples are crisp and nice the bananas are 
gone "bingo", the apples are gone. If the bananas 
are black and uninteresting the kids don't even 
look at them, Now whether that has increased con- 
sumption in total I am unable to tell. 

Coming to specifics, I think you are fully 
acquainted with the area with which we are dis- 
cussing. I would like to take something which is 
very close to your heart, I know, that is the matter 
of poultry meat. Mr. Chairman, this subject is 
one of the economics of the spread. This is im- 
portant and Doctor Drummond knows the full import of 
Previously we bought chickens and turkeys so-called 
New York dressed which meant you picked them up by 
the feet and hung them up and if the head was still 
on and not wrapped the blood was all over the place, 
I would like to suggest, Doctor Drummond, and I am 
sure all thinking people will agree that we could 


not havetrought the poultry - meat industry in Canada 
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up to its present stage that way. Today it re- 
presents slightly more than 30 per cent of what 
beef represents. Try and visuelize a store where 
5,000 turkeys were going to be sold in one week 
and they are hung around exposed to everything. 
All the feet have to be taken off, the entrails 
taken out, They were sold to the consumer with 
heads, feet, feathers, the fuzz that you burn off 
with a piece of paper, everything was on there. 
\fter you had weighed it then the butcher chopped 
the heads off and took the entrails out. We had 
to pay extra for the garbage we hauled away. To- 
day, rather than that, we have reached the point 
where poultry meat now is eviscerated in a proper 
plant. We are not paying freight. Think of the 
thousands of pounds of freight. That was not 
economical. The spread has increased, the price 
at which the consumer buys a turkey is higher, but 
I submit that factor, the increase in the spread, 
is more than justified by the fact the consumer is 
getting much better meat value for her meat dollar 
today than she was when we were selling New York 
dressed poultry. 

THE CHAIRMAN: It is a part of our way of 
life and culture that we eat three meals a day. z 
think we had better go and get one of the pints, if we 
may. We are grateful for an interesting morning. 


I have had some conversations with you previously 
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and I am looking forward to more Sometime in the 
future, Thank you very much for the presenta- 
tion this morning, 

MR, CRIMP: Doctor Stewart, I would like 
to say that any questions which were not included 
in the questionnaire which the Commission now or 
Subsequently feels that we can help them on we 
would consider it not only a pleasure, sir, but 
part of our duty as representing the food industry 
in Canada to do everything within our power to 
further the studies that you are making. We be- 
lieve that the outcome and the report that you and 
your associates will write will be of immediate and 
lasting benefit to the nation. 


--- The hearing was adjourned at 12.45 p.m. until 
2.00 p.m. 
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--- On resuming at 2,00 p.m. 


SUBMISSION BY 
& P FOOD STORES 


Appearances: 
Mp. F. H. Knapton = Sales Manager 


Mr, George Perley~Robertson 


THE CHAIRMAN: We have with us this 
afternoon Mr. George Perley-Robertson and Mr, F, H. 
Knapton, representing Atlantic and Pacific Food 
stores, We are grateful to you for coming here. 

We sent you our questionnaire and we appreciate 
your willingness to return this to us. We have 
your brief and I think, Mr. Perley-Robertson, you 
are going to read it. 

MR, PERLEY-ROBERTSON: Is it your wish 
I should read it into the record? 

THE CHAIRMAN: Yes. 

MR. PERLEY-ROBERTSON: It is a very brief 
brief as you can see, but it does raise some of the 
points that were mentioned in the questionnaire, and 
I understood if we raised them in the brief you would 
feel free to question Mr. Knapton on any point. 

THE CHAIRMAN: Yes, 

MR, PERLEY-ROBERTSON: f & P Food Stores 


are operated by the Great Atlantic and Pacific Tea 
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Company Limited. The Company was invited by the 
Royal Commission to present a brief dealing with 
points raised by Privy Council order 1957-1632, 
being the terms of reference of the Commission, 

The Commission also requested 4 & P and other chain 
food stores to complete a questionnaire and this 
brief deals with some of the points raised in that 
questionnaire although it does not contain Statistical 
data which will be Supplied in the reply to the 
questionnaire which is now being prepared. Mr, 

F, H. Knapton, Canadian Sales Manager of A & P is 
present and will be pleased to answer any questions 
put to him by the Commission in connection with 
this brief, 

Statistical data tends to show that there 
has been an increase in the Spread between the prices 
received by producers of food products of agricul- 
tural and fisheries origin and the prices paid by 
the consumer during the last ten years, While 
there are a number of factors which have contri- 
buted to this increase, we feel that the most im- 
portant factors are:- 

(a) The habits and demands of the consumer 
have resulted in many foods being sold in a highly 
processed form with built-in services, This pro- 
cessing requires a substantial expenditure by the 
manufacturer and retailer over the price paid the 


primary producer before the foods can be offered for 
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| Sale to the customer, The cost of this processing 
is a very important element in the difference be- 
tween the price paid to the primary producer and the 
price paid by the consumer, 

Familiar examples are frozen foods, close- 
trimmed meats, pre-packaging of produce and meats, 
prepared cake mixes, and the like, 

(b) Normal handling, transportation and 
processing costs have risen considerably in the 
past ten years and this has necessarily resulted in 
an increase in cost to the retail distributor and 
therefore in an increased price to the consumer, 

Although a number of factors have contri- 
buted to the increased costs to the consumer, we 


are of the opinion that this increase has been kept 
to a minimum by reason of the growth of the modern 
Super Market which has made possible a large volume 


of business under one roof with a resulting saving 
in distribution costs, 


Had it not been for the 
development of the Super Market, the cost of retail 


distribution would have been much higher, necessitating 


higher retail prices. 


The consumer demand for foods in a more 
highly processed form has, of course, resulted in 
a great increase in the number of items handled by 
all retail stores, but we have not found that this 

proliferation of items has appreciably affected the 


Cost per unit handled with the possible exception 
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of frozen foods which have resulted in the purchase 
of additional refrigeration equipment. We find 
that the food industry is highly competitive at all 
levels, producer, manufacturer, wholesaler and re- 
tailer, This tends to keep mark-ups low and thus 
hold food prices down, 

We know of no confusion on the part of 
the consumer by the number of items of food pro- 
ducts available to him. It is the policy of 
A & P to maintain uniform prices on all commodities 
within a trading area. In the interest of price 
uniformity, retail prices are established by our 
Sales Department, although Store Managers have dis- 
eretion and may reduce prices in an emergency to 
move overstocks of perishable items, Prices are 
also varied on occasions to meet unusual competitive 
conditions. 

We operate in a number of different trad- 
ing areas such as Toronto, Montreal and Winnipeg 
and, in some cases, the price of a product will vary 
from one area to the other due to transportation 
costs, competitive practices and other factors. In 
arriving at the retail price, we must first take in- 
to account the cost quoted by the supplier and to 
this we add what we deem to be a fair mark-up to 
arrive at the retail price. Retail price changes 
will occur when the supplier's price fluctuates. 
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uniform mark-up for all food items, Generally 
Speaking the more expensive the handling of an 

item is, the higher the mark-up will be, However, 
in a highly competitive industry, such as food re- 
tailing, mark-ups customarily followed in the trade 
are a major factor, 

It has been our policy to endeavour to 
off-set some of the increased costs of operation 
during the past ten years with increased efficiency 
using modern equipment and improved store layouts 
and we feel that our efforts in this respect have 
met with success, We are dedicated to the policy 
of selling the most good food for the least amount 
of money, 

‘ll purchasing is handled under the dire- 
ection of our Purchasing Department, although Store 
Managers may purchase from primary producers, 

In the last analysis, the changes in the 
nature of the business in the past ten years, such 
as larger stores, greater emphasis on processing 
and packaging and the handling of a larger number of 
items, has been due to the demands of consumers which 
any retailer must recognize, Mr. Knapton will 
answer any questions, sir, with your permission. 

THE CHAIRMAN: I wanted to ask you a 
question or two about the supermarket, On page 
3 you speak of the ability of retail merchants to 


off-set to some extent at least the various tendencies 
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to increase costs because of the economies of the 
Supermarket, When did your organization first 
develop those stores on the Supermarket basis? 

MR. KNAPTON: That, sir, is rather a 
continuing process, It is pretty hard to put your 
finger on one date, The stores are getting a little 
larger all the time. We are improving the layouts 
you might say constantly. Stores we opened in 
the last two or three years have better layouts 
than even ones opened four or five years ago, There 
are constant improvements in our operation which 
tend to give us greater efficiency. I am thinking 
now of power conveyors and getting the store all on 
one floor rather than having to bring things from 
the basement. 

A year or two ago the addition of 100 
per cent self-serve meat contributed something to 
efficiency because the meat clerks then were able 
to spend 100 per cent of their time processing the 
products for sale rather than waiting on the customer, 
This is a time-saving device, While it is true that 
a sheet of cellophane costs a fraction more than a 
Sheet of paper, there is the labour saving involved 
in the 100 per cent self-serve meat. 

There has been a trend towards greater pre- 
packaging of the product before it reaches the store, 
Sugar is an example. Ten or fifteen years ago al- 


most all the sugar in the store was done up on the 
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premises, Today I do not think there is a pound 
done up on the premises unless through breakage, 

This pre-packaging improvement has taken 
place in many parts of the store, Spinach was 
mentioned as an example of the package you get to- 
day, all washed and processed and packed in pliofilm, 
as against being pushed into a bag ten or fifteen 
years ago. 

THE CHAIRMAN: Perhaps I should indicate 
why I am following this line of questioning. I am 
not quite sure I understand clearly what the peculiar 
features of a supermarket are, but I have seen on 
a couple occasions reference to the supermarket as 
such dating in the 1920's, so that at least it seems 
to me that the concept of the supermarket, although 
perhaps a dynamic and changing one is not a very 
recent concept. 

MR. KNAPTON: That is true. 

THE CHAIRMAN: and yet it is only in the 
last ten years or so that it really seems to have 
caught on, and we have the great development in 
the organization of the supermarket. Are these 
historical facts correct? 

MR. KNAPTON: I believe so, sir. The 
change-over to self-serve is a date to which you could 
possibly point to where the supermarkets started, and 
that I believe is sometime in the early thirties when 


the old service type store went out of style we will 
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Say, and we developed along the self-serve style, 
and since then the stores have continued to become 
Loreer . It is also true the larger the operation, 
mie more eificient 1t is. 

There are certain constant factors such 
as rent and overhead, which as your sales go up, 
these factors have a tendency to come down, 

THE CHAIRMAN: Yes, but my point is this: 
That if it is historically correct that the idea of 
the supermarket evolved say in the late twenties or 
early thirties, yet we went through a fairly long 
period when the development of it and its applica- 
tion was slow, and then all of a sudden in the 
last few years the idea caught on and we are getting 
eacs tl) application of 20. This interests me 
pecause it seems to me there must be certain con- 
ditions during the last few years which were con- 
ducive to the development of the supermarket. 

MR. KNAPTON: Well, would that not be 
the development of your suburban way of living where 
you have a large group of people who own one or more 
automobiles, and who today have enough money to buy 
a full week's supply of groceries at one time, and 
who are equipped with refrigeration and deep-freeze 
equipment to take care of perishables for one week's 
supply, whereas ten or more years ago the automobile 
was not cuite so prevalent as it is today, and there 


was not quite as much ownership of deep-freeze equip- 
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ment or refrigeration equipment, and the average 
income was not quite as high as it is today. I 
think it is the development of the higher standard 
iL VLTE « 

COMMISSIONER DRUMMOND: Could I inter- 
ject this suggestion: We have been told, and we 
read in various books, other sources, that the chain 
Store development occurred in the United States 
several years before it really caught on in Canada. 
That is step number 1. 

Secondly, that the supermarket came over 
there before it could be developed here. What- 
ever the significance of this word "super" may be, 
Since this has happened historically up to now, and 
you operate on the other side as well as here, is 
there in your opinion any development or are there 
developments occurring over there today which might 
indicate that a few years hence they might take place 
Im this-country. 

MR. KNAPTON: I do not know of any signi- 
ficant development. I think what you say is true 
that the supermarket did develop a little earlier in 
the United States, One factor I might point to as 
being the cause of that was to go back to my point that 
this is partly due to the ability of the consumer to 
look after one week's supply of merchandise with 
refrigeration and deep-freeze equipment. 


If you recall during the war and shortly 


™, Ary , ame. “=, AP Pet 


%¢ rt 4 mee 


ag 
F tp iitna ie nee ro: 
; a) 4” 7 7 
a ' 5 
‘oe ionh. a4 ii? |, Seice atid hod evo Laat ni. t ae 
Ta. yt : ri Le” ee AO Nr on Ss Se an 
,® 2 - 
im eA | SET bot ley $dd. al Bow ravyog Pheanqo bev ae ste 
¥ 7 . a es al 2 > a Mab fe ; a, 
f i Shane) oi. wo Faas: video ¥E sated Bre ieterga 
7 sek a . opened at) Ra. ‘ A. tye 
: 2 
5 . +t seduum gera 
fu eH da 
ds in ia TRS He Seth, Nae ee 
ki ey eS 
li 


Sr. Sf. Peqekaves s_ mount 72 20 rot sass "Ee 


x r * ph ioe 


. ) x wd #,A5\T) ae eo oe Fain sai = Wad) ‘10 &onse Ms, 2 fits 8 “one save 
j } . Soc 3 wie gees be RT 16g 1 ~ a em “= ; i 
A, 4 
Pe iz moet OF: 9 sein bonged dec etay bogie 7 | 
i] eit “te ‘ ass : Fy gt 4 ¢° sg e ba il 
7 
an 2ftw €4 op4e cediO snd, am Slated’ Moy ; d 
ote - s = tay res ' ¥ ra P. “ “4 ee J r 
’ 7 ‘ = © ] 
iat off “Oo dteaniiaweh ‘wae sointao aeey ent wiedy I 
Ghee tes Ss et ie Be Pee Re DS : eas j ri ler. SDN 
i i 9 
uit eo wd 13 nlittisoso ts FEM, polevel a 
eB ye sy oF eS 3 ie m= ihe j 
wo? Ps ‘ r IDI Pll Pia #27 3B rs Fa be ofeolbnt j 
pe he * NS ae ; “ ¥’ rs *. uy . ous 
; f 
. VIstUOo Slay; mf 
vitor ¢ Co ve + .“y 
™ fons Jom ab £. SMT TAMA- (7M f . 
ye er te a hal So a Cae b ” Me (a 
WwHt 2. Wes wy ieche Meuiay 2 . tage: i sveb: guest?) 4,7 
eS) eee ce a = te 2 a d sie. a , : ae inka 
: ; 
Ae SERS ASF & Gofevar bib. Jeane gue Biz sansa 
RES aa ty ® % eek 1 A ae Bare ray - : od te, 
fe cy dua giigin 2, tofos? sa Mota se bepainy, ait 
Sa A "$5 . a a aa - ae ie oT ex ; wt 
wie 3 Nee Cy Ot saw Jane ae ofus! Sit ants . 
+9 hate ‘ é <a ee i OES, he, Oe ae 


BOs. OMY Io elite “at? 63 386 Cigneg al azar of 
BA 5 bs nee tes a 3 wt _ as | fs is 2 =: 
® S8ibgptetam Ic yiguve 6 Asaw enone an 4905 


ea) © et Pear tee, Shs “ue = 
7 _ 


- 


, 

Jeet afi. ve 1 oz 299% I> Ape ne a itanes: 
“th £25 iS 
ere, 


x Pee 


sai i Oe tH outa BRE: aa Jfgoss u 
ict ale a : as " a 
al go CERT fae 


7 e — 


ro - re yee . an _ Uae Oo 


- 


allN 


(| i 
(Cue H 
Ne) 


Fy! fi 


ANGUS, STONEHOUSE & CoO. LTD. 29h 
TORONTO, ONTARIO 


after the war with exchange restrictions that type 
of equipment was not available to the Canadian con- 
Sumer in the same Quantities, and as a resulg; 1 
think Canadian ownership of modern refrigeration 
equipment and deep-freeze equipment is slightly be- 
hind Americun ownership just because it was not 
available at the outset, 

Other than that I cannot think of any 
Significant trend in the United States economy to- 
day that would indicate what might happen here in a 
few years, 

THE CHAIRMAN: We have had some represen- 
tations including this morning, that the retail 
Spread aS a percentage of the consumers! dollar 
has not changed much, and has been fairly constant 
for the last ten years or so. f/f minute or two 
ago you mentioned the fact that some functions 
Which the retailer had performed earlier are now 
being performed by the processor, Ls thisca 
Significant factor by the processor. 1s: this*a 
Significant factor in determining the retail Spread, 
would you say? 

MR, KNAPTON: I do not think so, For 
example, I think it is more efficient to package 
sugar at the factory level. Any factory operation 
could be put on the production line and costs worked 
out. I think anything like that on the store level 


is almost bound to be a little more inefficient. I 
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think these savings at store level have helped us 
to off-set other increasing costs, which you are all 
aware of, 

THE CHAIRMAN: But the general effect is 
reducing this total spread because it is done more 
economically now? 

MR, KNAPTON: That is true. That would 
have the effect of off-setting some increasing costs 
that are in the picture, such as transportation costs, 

THE CHAIRMAN: Here again I would be 
interested to ask why this has only happened recently. 
If there are obvious economies involved, why aid we 
have to wait for the last ten years? 

MR. KNAPTON: That is a good question, It 
is an involvemene, Everybody is trying to improve 
their operation. I guess we just got around to it. 

THE CHAIRMAN: Thank you, Any questions, 
Mr. MacKichan? 

COMMISSIONER MacKICHAN: Following that 
thought a little further, would probable increase in 
population have something to do with getting around 
to it, or delay in getting new equipment. 

MR. KNAPTON: Increase in population has 


obviously contributed to increase in sales, and that 


has of course helped to increase the efficiency of opera 


ting any business, including supermarkets, 
COMMISSIONER MacKICHAN: And if we take 


it for granted that the consumer is going to pay for 
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ANGUS, STONEHOUSE & co, LTD. 2944 
these improvements, later you will have more people 
to spread it over, In other words, larger sales, 

MR, KNAPTON: I do not think you could 
Say that. In our business, I think as in any 
business, the actual turnover or any increase in 
turnover or any increase in sale volume has an 
effect of improving costs if the operation is 
eIricient, 

COMMISSIONER MacKICHAN: Just one question 
on page 4, You mentioned that prices are, I take 
it, in most cases set by central authority, 
but that this local store manager may have discre- 
tion in reducing prices in an emergency, Would he 
have the same discretion in raising prices if there 
was an opportunity? 

MR, KNAPTON: No. All prices are set 
by the sales department and no manager has the right 
to increase the price above the authorized price list, 

COMMISSIONER MacKICHAN: My reason for 
aSking that question is that just a few months ago 
and walking along the side-walk in a small town - 
it was getting late in the week - and strawberries 
of quite a good quality were priced in the window. 

In the course of half an hour or ten minutes I walked 
back the other way and they had increased five cents 
a box, It was quite evident that there was 

not supply enough to carry out the day. 
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that type of thing. 
COMMISSIONER MacKICHAN: 
On page 4 you say 


the questions I have. 
COMMISSIONER MARTIN: 


there is no confusion on the part of the consumer 


by the number of items of food products available 
Do you think that there can be some con- 
for 


to him, 
fusion because of the size of the containers, 
This 


I do nov’ think ac. 
Most containers are 


instance? 
MR, KNAPTON: 
is-only an opinion, of course, 
clearly marked with the weight or the contents, and 
I think if recommend- 
I 


I believe this is a good thing. 
ations were made that it be made more compulsory, 
i 


think it would be a good thing for the industry. 


think any Government regulations that make it com- 
pulsory to put the size or the contents or the quality 
on the product are all to the good. 
COMMISSIONER MARTIN: But you do not think 
that many sizes of containers may create some con- 
fusion? 
MR. KNAPTON: Well, there is a need for 
variation in sizes. You have all sizes of family 


involved from one person up to quite large families, 
and if you eliminate the small sizes you are going 


to penalize the person who is buying possibly for 
one or two people, and Il think also you need your 
sizes for the person who has a large family 
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and needed the economy of a larger size package, 
Some standardization may be desirable in some lines. 

COMMISSIONER M/RTIN: Now, on the same 
page you say that in arriving at the retail price 
you take into account the costs quoted by the supplier, 
and to this you add what you deem to be a fair amount. 
You said after that: "Retail price changes will 
occur when the supplier's price fluctuates”, Boss 
it mean a mark-up on all kinds of products is always 
the same? 

MR. KNAPTON: Not necessarily. There 
are quite a number of factors governing mark-ups. 

To start with every successful business has to cover 
their expense rate, and since you have a pretty good 
idea what your expense rate is going to be, you 
attempt to mark-up merchandise to cover the expense 
rate plus a small net profit. 

The food business is a very competitive 
business, and there have been some merchandising 
patterns prevalent in the trade with some basic 
Staple commodities merchandised at relatively low 
mark=-ups, considerably below a normal expense rate. 
In order to off-set these, it is necessary to mark 
some commodities at slightly more than the expense 
rate in order to arrive at a final mark-up which will 
cover your expense rate. 

There is also the consideration of how 


much it costs to handle an individual commodity. 
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For example, it obviously would cost more to handle #10, 
worth of head lettuce that has to be trimmed, and 
washed and is relatively cheap and bulky, and 
transportation costs are considerable, than it would 
to merchandise $10.00 worth of Sugar that comes to 

you in nice, neat 10-pound packages, and it goes 

ou the shelf and it is gone, Those are considera- 
tions. Generally speaking, an item that is awk- 

ward or expensive to handle carries a higher mark- 

up than one that it is easier to handle. 

COMMISSIONER MARTIN: The reason why I 
asked this question, if mark-up is constant, and I 
Suppose the price from the supplier is lower, it 
will mean in the end a higher percentage of the total 
cost going back, for instance, to the farmers who 
have received a lower percentage of the consumers'! 
dollar, and it may reflect on the spread that way. 

MR. KNAPTON: I am afraid I do not get 
your point, Me. Martin, 

COMMISSIONER MARTIN: Suppose your mark- 
up is 20 per cent on a product which is sold at $1.00 - 
I should have said 20 cents instead of 20 per cent - 
if your mark-up is still 20 cents when this product 
is sold at 70 cents - - 

MR. KNAPTON: In other words, you are ask- 
ing if the mark-up remains constant as the price goes 
up? 


COMMISSIONER MARTIN: Yes. 
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MR, KNAPTON: That would vary over a period 
of time with the expense rate, In other words, if 
you were in a period of rapidly rising prices end 
your expense remained the same, then your expense 
rate would go down, Then the ultimate objective 
for which you would be aiming would be lower, and 
that would change your considerations for mark-up, 

COMMISSIONER WALTON: Do you have your 
own central warehouses which service an area? 

MR. KNAPTON: Yes, we have three of them. 
One in Montreal and one in Toronto and one in 
Etobicoke, 

COMMISSIONER WALTON: Do all your branch 
stores handle the same items, or do you permit 
carrying brands in different areas depending on 
whether it has a local processor? 

MR, KNAPTON: The authorized price list 
is the same for all stores in a trading area, but 
could be different for Montreal. The larger amount 
of items would be the same, but there are items which 
would have a demand in Montreal and which would not 
have any in Toronto, and similarly items in Winnipeg 
which do not have a market in Toronto, The basic 
price list is much the same, Probably 90 per cent 
of the items are available in all our stores, 

We do not permit store managers to purchase 
unauthorized merchandise. Everything has to be 


quality tested by our purchasing department before it 
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is authorized for our stores. 

COMMISSIONER WALTON: I was thinking that 
it was implied by a witness we have had here in the 
last two or three days where you had a policy of 
central warehousing and there was a certain rigidity. 
Perhaps I can illustrate it better by taking a town 
in which you have a branch, and in that same town 
there might be a processor of canned goods that was 
very acceptable to those local people because they 
knew it. Would you permit your local manager there 
to procure from that processor, or 18 it just in 
the case of fresh fruit and vegetables? 

MR. KNAPTON: No, we do make a number of 
exceptions for that very reason, If we have a 
branch which is operating in a municipality where 
one of the principal industries is processing of 
some food products, and if the result factor is a 
local demand for that product much greater than on 
a national scale, we would in every case that has 
come to our attention at any rate authorise that 
store to handle that product, and it would be set 
up as an authorized product. 

COMMISSIONER WALTON: In other words, 
perhaps you would then differ with the observation 
that was made that this rigidity is flexible enough 
that you would not try - - 

MR. KNAPTON: We try to make it as flexible 
as we think practicable. We have to judge in the 


final analysis whether the local product is important 
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enough in that local community to be stocked in 
this store, Obviously this could GO on at great 
lengths and become very cumbersome, 

COMMISSIONER DRUMMOND: One or two 
questions, Mr, Knapton, I believe you mentioned 


on page 3 that you have had a very great increase 
in the number of items handled in recent years, 
but these have not appreciably affected the costs 
per unit: We were told this morning that in 
addition to the increasing number of food items, 
Stores such as yours have added a very large number 
of non-food items; also the margin you normally 
take on non-food items makes it possible to handle 
these food items at a lower cost per unit, Do you 
agree with that? 

MR. KNAPTON: That is a pretty big sub- 
ject, and one that is quite debatable, Lt: is 
that the mark-up on non-foods generally is higher 
than the mark-up on foods for the reasons that they 
are more cumbersome to handle as a rule, and the 
turnover is much smaller, The turnover on some food 
items is relatively rapid compared with non-food items. 
The contribution they make to the mark-up is quite 
noticeable, and I think on the other side of the ledger 
there is a contribution to the extpms of handling which 


is pretty hard to measure, 
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COMMISSIONER DRUMMOND: Would you say 


there is a pretty definite relationship between 


the size of the mark-up and the rate of turnover? 


MR. KNAPTON: That is true; the item 


that does not turn over too rapidly, as a rule 


carries a higher mark-up. 


COMMISSIONER DRUMMOND: Again on page 3 


you state, near the bottom: 
"The food industry is highly competitive 


"at all levels." 
I may say a statement to that effect has been made 
by practically all food industry people who have met 
the Commission thus far, All I would like to in- 
quire about is, two things, I think: first, on what 


basis or bases is this business competitive? 
There are many forms of 


MR. KNAPTON: 
The first is price competition, and 


competition. 


it is very keen at all levels of the food business, 
Es 


There is also quality of product competition. 
think the public today in many products -- probably 


in most products -- is getting a better product 
All manu- 


than it was ten or twenty years ago. 


facturers have a certain amount of competition on 
their hands for the customer's preference, and for 


this reason they are constantly researching and 
Taise; 2 


endeavouring to improve their product. 


think, is a very desirable form of competition. L 


think it has given us, to some extent, the products 
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Fa Gl 


we have today, and it has contributed something to 
the present standard of living. When you don't 

have competition of that nature, things come to a 
standstill as far as product improvement, and that 
sort of thing is concerned. Those are the two prin- 
cipal areas of competition, as I see it. 

There is also in our own particular field 
the services you can offer a customer in more modern 
stores; air conditioning, wider aisles, faster check- 
outs, and all that sort of thing, which we are all 
striving to bring about in the most economic manner, 

COMMISSIONER DRUMMOND: Would you add to 
these three forms a further one, namely, competition 
in what you might call competitive advertising -- 
promotional activities? 

MR. KNAPTON: Yes, that is true; there is 
definite competition in that field as well. We do 
not go in for too many forms of promotional adver- 
tising. Our advertising is largely confined to 
the conventional newspaper, radio and television 
advertising. We do on occasions put forward some 
type of promotion where we give away a premium -- 
possibly a food item -- as an inducement to bring 
people to the store and make yourself known to the 
public, which is a very essential part of the 
business. 

COMMISSIONER DRUMMOND: The next question 


relative to competition also is this: when you say 
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that the business is highly competitive, who are 
your main competitors? Is 1t other chains or is 
it independents, or would you discriminate between 
those? 

MR. KNAPTON: Our main competitors, or 
our main competition, are the other major chains. 

COMMISSIONER DRUMMOND: On the other 
hand, it is true that you and the other chains have 
lines to compete away, one might say -- compete 
away business from independents -- in recent . 
years, particularly. 

MR. KNAPTON: It is true that the sta- 
tistics show that the chains are accounting for a 
growing percentage of the food distribution market. 

COMMISSIONER DRUMMOND: What I am driving 
at is this: assuming that no matter what happens you 
will always have some independents left, if the 
present type of competition continues would you 
anticipate a very significant reduction in the 
number of independents or in the volume or propor- 
tion of business done by them as time goes on? 

MR. KNAPTON: It is always very tricky 
to try and foretell the future, It is very hard 
to say, really. I think there will always be a 
need for the additional service that the independent 
is prepared to give -- customer delivery and other 
services, Certainly, if you look at the pro- 


gression up to now you will see that it would seem 
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that the chains will increase their market, but 
there are so many factors in the business today; 

for instance, when you look back ten, twenty or 
twenty-five years, and the way food merchants car- 
ried on in those days, and then attempt to look for- 
ward another ten years, who can Say that the modern 
supermarket is the ultimate way of merchandising 
food? I, frankly, don't qualify to make that pre- 
diction. 

COMMISSIONER DRUMMOND: What I am driving 
at is that I am wondering to what extent your com- 
petitive weapons at present are being used primarily 
to steal business from the independents, and how 
those weapons might be changed, or the emphasis 
on this or that weapon may be changed if you succeed 


in eliminating a good deal of the independent busi- 


MR, KNAPTON: I don't think there is any 
intention on our part or our competitors to steal 
business from the independent. Our company is 
dedicated to a low price policy and operating the 
business as efficiently as we know how, and giving 
the customer the most good food for her dollar, 
and, certainly, there is no intention there to take 
any business away from anybody else. Public accep- 
tance of that policy results in a flow of business, 
as it does in any type of business. Our company 


has been dedicated to a low price policy for a good 
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many years -- longer than I know of-- and I know 
of no reason why that should change, 

THE CHAIRMAN: I thank you again, Mr. 
Knapton and Mr, Perley-Robertson for being here 


this afternoon and bringing this presentation to 


us. 
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Submission of 


NATIONAL GROCERS COMPANY, LIMITED 
ee NY EE ED 


Appearances: 


Mr’. R. H. Bainard 


THE CHAIRMAN: Mr. Bainard is representing 
the National Grocers Company Limited, Mr, Bainard, 
you received our questionnaire and we are looking 
forward to having it returned in due course, but 
are arc grateful to you for coming here this after- 
noon to chat with us. 

Your company is a wholesaler? 

MR. BAINARD: That is true, 

THE CHAIRMAN: Do I understand correctly 
that you operate mainly in Ontario? 

MR. BAINARD: All of our branches are 
in Ontario. We sell out of Ontario where we are 
adjacent to the Quebec border; for example, in the 
City of Ottawa. However, most of our business is 
Ontario; all branches are located within the Pro- 
vince of Ontario, 

THE CHATRMAN: And you service the Red 
and White Stores and other independents? 

MR. BAINARD: That is right. 

THE CHAIRMAN: Am I right in saying that 


a substantial volume of your business is done in the 
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smaller sectors in the province? 

MR. BAINARD: That is true. 

THE CHAIRMAN: I think it would be very 
helpful to us if, out of your experience, you can 
tell us something about what is going on in the 
merchandising areas in the smaller sectors. 

MR, BAINARD: Since you are dealing, as 
na understand it from the questionnaire, with the 
trend over the ten-year period, should I go back 
over the ten-year period and describe what has hap- 
pened in our line of business? 

THE CHAIRMAN: You can take it further 
back if you like. 

MR, BAINARD: How far? 

THE CHAIRMAN: How far can you go? 

MR. BAINARD: Well, personally, back to 
1917. 

THE CHAIRMAN: Well, that is a gocd 
point to start. 

MR, BAINARD: The reason I asked that 
question is that, as I understand it in the ques- 
tionnaire which we are dealing with at the present 
time, and which we will complete within the speci- 
fied time, you are dealing with trends. You show 
a chart there indicating the spread, and therefore 
you are dealing with that. Were I drawing that 
chart for my own purposes, I would add certainly 


one other line, because there are other things than 
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those which have a very definite influence on the 


price spread, 

THE CHAIRMAN: What other line would 
you put on? 

MR, BAINARD: Labour, During the past 
ten years there have been several factors causing 
the increase in the spread, unquestionably, and 
perhaps I might help the Commission were I to gO 
back ten years and describe what has happened in 
wholesaling in so far as our company is concerned 
within the ten-year period, If you wish to go 
way back, I can go back on that too, 

Our company was formed, and August the 
15th, 1925, was the first day we began operations. 
Our company arose over the fact that the competition 
among whoesalers in those days, together with grow- 
ing and large independents, was such that many of 
them were operating uneconomically. So, an 
option was secured on a number of wholesalers by 
financial men, the options exercised, and a new 
company formed with the result, of course, of a 
saving of a very considerable amount of money in 
servicing stores. For example, if there were four 
wholesale grocers in an area, and these four whole- 
sale grocers' businesses were purchased by the new 
company, you would not have a salesman calling 
for each of the companies. There would be one 


warehouse and one sales house. That was the 
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purpose, 

Skipping a lot of time, perhaps I should 
say that we operate 31 warehouses in the Province 
on Ontario, and all of these, save one, have cold 
storage facilities, We sell what are usually known 
as dry groceries, fresh fruits and vegetables with 
full refrigeration facilities in those warehouses. 
We sell frosted foods. Of course, in the grocery 
business there always has been a very considerable 
amount of non-foods; for example, soap, detergents, 
brooms and tobacco. Since my connection with the 
business there has been a considerable number of 
non-foods, 

In our company we hold this view, that in 
the main there are two methods whereby the consumer 
buys merchandise. Each plan performs the same 
function, and each plan must be competitive with 
the other, or one or the other falls by the wayside. 
In all cases, in the main, food must be assembled: 
it comes from the grower, or it may come from a 
processor or a manufacturer; it may, indeed, be 
imported, as for example a great deal of fruit is 
imported -- notably citrus fruit and juices. That 
food has to be assembled, and then has to be de- 
livered to a retail outlet, and from that retail 
outlet, be it small or large, the consumer buys the 


product. 


In the main, particularly in the Province 
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of Ontario, where we Operate, there are two methods 
of doing that: one is by a corporation that owns 
its own warehousing facilities, and also its own 
fleet of trucks, and its own retail stores. As 
against that, you have the wholesaler/retail combina- 
tion, Now, unless the wholesaler/retail combina- 
tion can be kept competitive with the other method, 
it naturally follows that the wholesaler/retail 
method goes out of business and, therefore, within 
the last ten years our company has paid a great 
deal of attention to helping retailers. Do not 
give us credit for unselfishness; we hope we are 
to a reasonable degree, but if a retailer goes out 
of business, we do; and if the retailer is success- 
ful, then we can hope to be successful. However, 
those two methods must be competitive, and unless 
our method is competitive with the individually owned 
method, then, naturally, we are in trouble. 

That being the case, there comes a need 
for closer cooperation. We secure that cooperation 
through the realm of contract accounts, usually 
called voluntary chains. When a wholesaler and 
a retailer work together on a plan such as that, the 
wholesaler agrees to perform functions for the re- 
tailer that were never dreamed of in 1917 when I 
entered the grocery field as a very young man. 
Nor yet were they considered very greatly even as 


recently as ten years ago -- at least, to the 
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extent they are today. In those days if a pur- 
chasing agent for a wholesale house was talking to 
a processor of foods, and a price was being quoted 
for a commodity, his thinking would run something 
like this: "Well, it will cost a certain amount 
and we can sell it for a certain amount. Our 
operating expense is a certain figure. Is that 
interesting to us or not?" The thinking is now 
quite different, because you buy merchandise and 
you say, "It costs so much and it will sell for 
so much", but when you say "sell for so much" you 
are not thinking of the wholesale selling price; 
you are thinking of the price the retailer sells 
es In other words, you jump that gap because 
you are together as a team, If you are going to 
work together in that way you must eliminate all 
possible expense. 

If a retailer will agree with you that he 
will give you an order -- his main order once a 
week on the printed form that you put in his hand, 
and if that order is, in effect, a catalogue of 
your supplies, and if he shops from the order form 
to his shelves, thus knowing his needs, and gives 
that to you, you have eliminated the expense of 
a salesman, the expense of the motor equipment 
which he uses, and his travelling expense other 


than that. 


When you get that order formm you use it 
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in your warehouse for the purposes of assembling 

the merchandise, and it naturally follows that your 
order form must be in pretty much the same order as 
your stock in the warehouse; or, to put it the other 
way round, the stock in the warehouse is in the 

same order as the form, You assemble from that 
form, After it is assembled, you use that form 

as an invoice, because it bcars the price, and you 
extend it: you check the quantities of merchandise 

on the floor against the extended invoice, and return 
the invoice to the retailer, You have no invoicing 
problem, and no invoicing expense other than a 

Simple extension of the invoicc form. You have 
saved a lot of money and, therefore, you are opera- 
ting much more cheaply. 

I have said that under any contract form 
of that kind the retailer agrees to give you his 
main order once a week on a specified day, and 
you make delivery on a specified day. If you are 
delivering a whole week's supply to a retailer in 
one order, you are certainly going to effect 
economies in assembly and delivery as against 
delivery twice or three times. It also naturally 
follows that if you take all a retailer's business 
on that basis, and he agrees to give you all the 
business which you are able to supply, again you 
are going to effect economies in getting the goods 


4nto the hands of the retailer at a price. Lt 
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certainly is cheaper for two retailers in a given 
area to each of them agree to buy all their sup- 
plies from a house; it may not necessarily be the 
same house, but it is cheaper to do that than to 
divide their business and have two houses putting 
up the orders and each of them making deliveries. 

So, the whole plan is predicated upon a 
saving all the way down the line. 

So far as merchandising, as we call it, 
is concerned, unless the independent retailer has 
skilled assistance in his merchandising, he is 
in a very difficult situation trying to meet 
skilled competition on the part of a large chain. 
So, therefore, in our organization we have skilled 
men, men skilled in writing advertising, and who 
write advertising, and who produce advertising in 
our particular case in sixty-six newspapers in the 
Province of Ontario each week. They produce 
window streamers;they produce over-the-wire adver- 
tising; they produce, on occasions, handbills; 
they do all that sort of thing as skilled adver- 
tising men will do. 

We also have a corps of supervisors: 
these supervisors work out of each of our branches. 
In supervising, the retailer has the advantage of 
trained supervisors giving him advice. He will 
make massive displays for him, and advise him on 


retail advertising methods. He knows in advance 
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what merchandise is to be advertised in these news- 
papers, and he can therefore purchase in anticipa- 
tion of his needs, and he can make whatever displays 
are necessary, because he knows well in advance. 

This order form which we give him, which, 
as I have said, is an order form, an assembly form 
and an invoice, in addition to showing a price 
which we charge him, also gives him the advantage 
of a shopping service. We purchase the services 
of a shopping service -- though, I think the chain 
stores do also -- which shows the chain store shelf 
price of commodities each week. It does not mean 
a special weekend sale; it means the regular shelf 
erties So, therefore, when a retailer gets from 
us, Or anyone else who operates as we do, an invoice, 
he sees there the shelf price of the chain com- 
petitor. He knows at what price he must sell if 
he wishes to be competitive. He may decide to 
charge exactly with the chain, or charge slightly 
less or slightly more. Our supervisors advise 
him that unless he is competitive the housewife 
will soon catch up to an extra cent, and he had 
better not do it, and our experience is that he 
does not do it. Of course, on advertised specials 
he must maintain the advertised price, whatever it 
is for that particular week. 

With that sort of method, if we can get 


the wholesaler to think retail, and if we can get 
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the retailer to think wholesale, then you have a 
team that competitively can hold their own against 
the other method, because both methods perform 

the same function, Therefore, if you can stream- 
line your wholesaler/retail operation, you have 

got a method that will be and is successful in com- 
peting with the corporate chain. 

Of course, among others, there are two 
disadvantages suffered by quite a number of retail- 
ers, and the first is the matter of space. In- 
creasingly there is a larger number of items re- 
quired. I am now referring to non-foods, or 
what are described as extra non-food items. For 
example, biscuits, biscuit mixes, cake mixes, and 
if you wish to buy toilet tissue in four colours, 
it is extra stock and, of course, extra room. So, 
with the increase in the number of lines, the in- 
dependent retailer is hard put to to get space for 


them on many occasions. 
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By the way the Federal Government has 
this under study at the present time as you no 
doubt know, As recently as two weeks ago whole- 
Salers were in Ottawa talking to the Prime Minister 
and to his colleagues Mr. Churchill and Mr. Fulton, 
and we have previously seen Mr, Fleming about the 
type of small business. If a small business is 
as important as we think it is, and as I believe it 
is believed to be in Parliamentary circles, then 
steps should be taken to make available to that 
Small business man some aid, I believe already 
it has been announced in the House by Mr. Churchill 
that in the Department of Trade and Commerce they 
are setting up a small organization under Brigadier 
Roberts for giving all of the aid the Government 
thinks it can give in helping the small business 
man, 

His need is for expert advice as to his 
operations, expert advice as to enlargement of his 
facilities or modernization of his facilities, or 
moving his place of business, Is it a good loca- 
tion or is it. not? Then he needs some financial 
help. 

Now, organizations such as those of our 
company have a corps of experts who do give that 
sort of assistance, but all wholesalers don't. 
Particularly we are concerned with food, but 


that is true outside of the food industry. 
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If a merchant desires to modernize his 
premises he ought to be able to go to someone and 
ask for someone's advice, A man came to us not 
long ago. He had acquired a piece of property 
and wished to build a Store, In this particular 
case he had suffered a fire loss and received his 
insurance, His old location was not Suitable and 
he wanted to buy a new one, I sat down with him 
and put on paper the estimated cost of his building, 
his fixtures, and the amount of money necessary for 
his stock. What was the cost? What could he 
reasonably hope to do by way of business? it is 
not difficult to estimate the amount of business 
when you know the population of the area and the 
immediately Surrounding population. You can estimate 
what the food consumption would be in any given 
period of.time, With that information you can 
quickly enough advise a man if his proposition is 
likely to make money or put him in debt, 

That sort of thing that we do, and as other 
wholesalers do who function as we do, that is a very 
important function, We talk to a man about his 
operating expense. We ask the retailers to furnish 
us with financial statements. We will sit down 
and tell a man whether he is getting what we think 
is a reasonable perce tage of profit, having regard 
to the area and sort of business he does. His per- 
centage of profit will vary naturally between localities. 


——$____ 


You may find one man who essentially is a butcher but 
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operating as a grocer and another man is a grocer 
who is forced into the meat business, The first 
man will do a larger Proportion of business in meat. 
We can tell a man about what he ought to expect and 
what his expenses ought to be, 

We are able to do that because of the fact 
we get a large number of Statements from retailers 
throughout the Province and we analyze those state- 
ments and we eliminate from them anything peculiarly 
local, When we get through we have a figure we set 
forth as a budget of operating for the retailer and 
we can set that figure forward with confidence, It 
is based on actual experience of successful operat- 
ing retailers, 

Those services are indispensible if the 
retailer is to succeed because he is not able to 
measure his efforts against anyone elses, he is not 
able to do advertising, neither can he buy advertising 
because it is too expensive, neither has he the 
Skill of setting up his advertising. He must have 
those services available to him, 

In our effort to streamline our opera- 
tions we say to our retail friends "We are a team", 
We must get fresh merchandise in the very best 
condition possible to the consumer, We must have 
a full food market. We must have meat, fresh 
fruit, vegetables, frosted foods and we must turn 


the stock rapidly. There is no space for stock in 
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the basement or a back room. You must turn it 
quickly, We are operating on short terms and we 
buy on short terms, We must ask the retailer 
therefore to work with us in the Same way. There- 
fore when we ask a retailer to hook on with us we 
ask him to give us a cheque so that when we send 
his order in and return the goods tu him we fill 

in the amount of the cheque and use it, thus sav- 
ing bank charges which are expensive. Our whole 
effort is along the lines of making this method, 
the wholesale - retail method, competitive with the 
corporate chain method, If the two work together 
it can be done. 

The members of the Commission may be 
interested to know that we were visited, in common 
with some other wholesalers in Canada, a few weeks 
ago by a delegation of English retailers, As a 
matter of fact there were two delegations who came 
to this country. There is a national association 
of English retailers known as the National Associa- 
tion of Retailers who, I understand, have 64,000 
members, a very strong organization. They came 
to this country to study the methods used here in 
the voluntary groups to meet chain store competition 
because chain store competition is beginning to in- 
vade the British Isles. Therefore, they came to 
Canada to study the Red and White program, What 


other programs they studied I don't know. They went 
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to Western Canada and Studied the programs there, 
It is rather interesting they Should come from 
England to us to Study our method of doing business, 

That in brief is the way in which whole- 
Salers, we as wholesalers operate. 

In regard to that chart, in my opinion 
there are three things that enter into the spread 
in that ten year period, First of all is the 
matter of labour. I would suggest it would be 
very interesting if we took the Dominion Bureau 
of Statistics labour report and project a line on 
that chart and see where it would come out, = 
know it would be way above the top line. I don't 
know exactly what our labour costs have increased in 
the ten year period. I do know that in the Toronto 
area they are up about 60 per cent, I am talking 
about labour rates, I am not talking about dollars 
and cents spent on labour. I am talking about 
labour rates, When you compute labour rates you 
must add all the increased business, show an allow- 
ance for a shorter work day and work week. It all 
adds up to cost, 

The second thing that adds greatly to the 
cost of merchandise is the way in which it is packed, 
If a housewife today wishes to buy bread sliced and 
wrapped instead of buying ingredients and making it 
as my mother did, naturally it is going to cost more 


money, I am not suggesting that a lot of housewives 
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were making bread ten years ago. I would suggest 
there are fewer today. There are so many things. 
Take cake mixes. I have mentioned that. If one 
wants to go beyond a cake mix and buy a cake finished, 
iced and ready to put on the table, the cost of the 
food is going to be greater. 

Take in the realm of infant feeding, 

Junior food, for which there is a very great sale. 
When my children were young, my wife made her own 
infant food. She bought raw vegetables and cooked 
them and scraped the meat and so on. Now if you 
are going to buy that in a can that contains three 
and three quarter ounces or four ounces it is go- 
ing to be a very expensive proposition, Labour 
goes into that price and the transportation, it all 
adds to the cost. 

Take in the realm of frosted foods, T.V. 
dinners for example. If you will buy frozen 
merchandise and have refrigeration equipment at the 
main warehouse and on trucks and in retail stores, 
you are going to add to the cost of food reaching 
the consumer, 

Then you have such things as soap. For 
example if you are going to sell soap in four colours 
and handle it, it will cost you more in the aggregate, 
keeping a record of the stocks and so on. 

All this has to do with the chain standards 


which have occurred over the last ten years and do 
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add to the cost of merchandise and therefore add 
to the spread of which I have Spoken, 

Now the third thing which has increased 
your spread is the question of taxes. I haven't 
the figures for the Province but Just in @ brier 
few minutes I have asked our accounting department 
for some figures on that. I asked them to take 
three of our branch points where there has been no 
change whatsoever in warehouse facilities. Within 
a ten year period we have changed quite a few, add- 
ing refrigeration and that sort of thing. In these 
three cases there was no change. I discovered to 
my amazement the municipal taxes in those branches 
Showedan increase of 82 per cent in ten years. 

When I say taxes I am talking about property taxes, 
also business taxes, AS you know the wholesalers 
in’ the Province cf Ontario are taxed on the basis 
of 75 per cent of the value, of the assessed value 
of the property they occupy as a business tax. We 
have been protesting against that in my experience 
for 30 years. The manufacturers rate is 60 per 
cent and the department store rate is 50 per cent 
and the retailer rate 25 to 35 per cent, depending 
on the size of the municipality. 

Now, take gasoline tax, it is up 18 per 
cent in the Toronto area in the last ten years, 
Income tax, that is to say the Federal and Provincial, 


is up 32 per cent in ten years. 
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Now referring Specifically on these 
points to the figures which I have here I have 
written these down, Our sales in the period of 
ten years have increased 52 per cent. Our pro- 
fit before income taxes 6.5 per cent. Our pro- 
fit after income taxes has decreased 10 per cent. 
Dividend paid shareholders decreased 15 per cent. 
During that period of time it has required 21 
per cent more capital for us to operate our busi- 
ness. 

Now, in my opinion these three things 
account for a great deal of your spread, The 
question of labour - - whether the labour is paid 
at the manufacturers level, the wholesale level, 
or the retail level. 

I was listening in to something here 
Said about processing. It was suggested it would 
be more economical to pack one pound bags of sugar 
at the manufacturers warehouse than for the re- 
tailer to pick them out of a barrel as they used 
to in my boyhood days. While that may be per- 
fectly true don't forget that the retailer who 
took the bananas off a stem and cut them and 
weighed them was paying the man who did that a 
very much lower salary ten years ago than the 
man who worked in our warehouse and bands and 
weighs them and puts them in forty pound bags 


for delivery to the retailer. The daabour all 
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the way through adds greatly, Labour in trans- 
portation is also a very great deal higher, LE 
you take labour and difference in packaging it 
adds up. I have mentioned bananas, now let us 
take potatoes, We used to sell them in ninety 
pound bags and seventy-five pound bags, Now, it 
is five and ten pounds, If you want to know what 
it costs to handle this whatch a man unload a car 
load of five pound bags against unloading seventy- 
five pound bags, 

The third thing I have mentioned is the 
question of taxes. 

In so far as the position of the whole- 
Saler is concerned I would suggest he is indispensi- 
ble from the National viewpoint, In the latest 
report from the Dominion Bureau of Statistics, 
which is for July 1958, in Canada under the head- 
ing of grocery and combination stores, the chain 
Stores have 40.2 per cent of the total business, 
the independents 59.8. When you come to the 
Province of Ontario you have quite different figures, 
For the chain it is 57.6 per cent and the independents 
42.4 per cent. It is important for the small towns 
and villages that if they are to perform a useful 
function in serving their community then it is 
important the wholesalers do, as we have been doing, 


and make those stores competitive. 


There is just one illustration and then I 
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am finished, I was born in Elgin county on a 

farm and the little town where I received my public 
school education there were at that time three 
merchants. Each of them was making a fair liv- 

ing, two of the three certainly were, Today there 
is one, The population of the town is greater 

now than it was then, That one merchant I think 
would not be in business today, except he has twice 
or three times modernized the Store, enlarged it, 
gone into a cash and carry basis and a serve your- 
self basis, and now he is getting growing pains and 
wants to enlarge again, That man would only be 
able to hold himself against the neighbouring city 
with large markets if he is operating with modern 
methods and displaying fresh well displayed mer- 
chandise and his price structure must be competitive, 
In these daya of good highways a matter of nine miles 
is just a little jaunt in the evening. 

Now, the wholesaler and the retailer must 
work together on that sort of plan. If they can 
they can be competitive. The retailer can use 
his personality, which is one of his most valuable 
assets, and he is going to make some money. 1G} 
they don't do that in all too many instances you 
will find the retailer going out of business. 

I don't suggest there is not going to be 
the very small store, usually described as the "Mumma 


and-Poppa" store, which is a service store and helpful 
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for after hours, There is no overhead to speak 
of, a small Stock, it is a matter of convenience, 
Those stores will always have their Place even in 
the cities after the other Stores close, In the 
main the larger retail outlets will have to establish 
Some such program as this if they are going to Stay 
in the larger centres particularly, You can go 
into the U.S.A., as I have done considerably, and 
find whole areas where you will find no independent 
retailer who is not linked up with some wholesale 
house, 

I hope I have given you a bit of the 
picture, sir. 

THE CHAIRMAN: I hope you will allow me 
to say it has been a very interesting story and 
very interestingly told, Thank you very much, 

COMMISSIONER DRUMMOND: In regard to 
your transportation I think you included that as 
another factor in the spread, 

MR. BAINARD: The labour in the cost 
of the equipment and the labour which we employ 
eivers into it. I would like to see a line on 
the chart. 

COMMISSIONER DRUMMOND: You mentioned 
vou had a number of warehouses, Has that number 
tended to lessen or increase in that ten years. 

MR. BAINARD: In the ten years it is 


one less only. We had an old obsolete warehouse 
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in Lindsay and we were faced with the problem of 
building or dividing the business among other 
branches nearby. We wisely or unwisely divided 
the business, Our sales, physical as well as 
price-wise, have increased greatly in the ten 
year period. There are more people here and more 
money spent on food, 

COMMISSIONER DRUMMOND: I was thinking 
about transportation and wondering whether it was 


the average round trip of the truck - - 
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MR, BAINARD: The average round trip 
of the truck has been just the same, We still 
operate the same number of branches, One thing 
I did not mention and perhaps I ought to have: 

That is in a number of Places they are the cash and 
carry department where a small retailer may go in 
and shop himself in our cash and carry depart- 
ment and check out just as he does in a chain store. 
He selects the merchandise and checks out at the 
cashier's wicket, He puts it in his truck and 
drives away. Because the cost of serving a small 
order today is so great, were we to charge for that - 
we would have to break even - we are forcing that 
man to sell at a price he could not get for his 
goods, 

COMMISSIONER DRUMMOND: Has the particu- 
lar development of the cash and carry gone much 
further across the land than here? 

MR. BAINARD: Yes, considerably farther 
than here. In fact it has gone farther in Western 
Canada than in Eastern Canada. All the way across 
the country from here to the Pacific coast both in 
Canada and the United States. I think we are catching 
up rapidly here, 

COMMISSIONER DRUMMOND: When you spoke 
of the improvement of the labour factor and you 
mentioned the actual increase in wage rates and so 


on, you would include I presume a statement that 
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there has been a real increase in the wage cost 
per unit of the product? 

MR. BAINARD: Oh, yes, definitely. There 
again you will be interested to know when I first 
entered the grocery business we were selling many 
articles as broken packages, For example, a case 
of canned goods which is normally packed 24 to a 
case, we sold in half dozen lots, I remember in 
my youthful days taking stock of some of those 
packages, which is almost a duplicate of the stock 
itself in so far as a number of lines is concerned, 
Now we do not break cases, If the retailer and 
the cash and carry wish to cut a case in two, he 
may do so, He does it himself, He does it him- 
self or he does not, but we do not take orders ror 
half cases. We simply cannot do it. Labour and 
transportation is too high. 

COMMISSIONER DRUMMOND: One other ques- 
tion that is rather different. This morning I 
think we were told that in recent times the rate 
ee which what we call technicalogical developments 
taking place in agriculture have been much more 
pronounced or more rapid than in the distribution 
end of this business generally. Is it because 
of that difference in the rate of technicalogical 
advance, that factor in itself was hound to result 
in the percentage of the consumers! dollar received 


by the farmer dropping relatively to that received 
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by the other departments? Does that sound right 
to you? 

MR. BAINARD: That is an interesting 
Statement. I do not know that I want to comment 
on that. I was born on a farm, but farming condi- 
tions are different today. 

COMMISSIONER DRUMMOND: So was I, 

MR. BAINARD: But certainly there was 
a great deal of machinery that did not exist when 
I was on the handle of the pitchfork, 

COMMISSIONER DRUMMOND: This statement 
would suggest therefore that if we have a continuance 
of this difference in the rate of technicalogical 
development we can therefore look forward to a still 
further reduction in the percentage of the consumers'! 
dollar taken by the farmer? 

MR. BAINARD: That is an interesting 
Statement. I think I would not want to comment 
without giving that some thought. 

COMMISSIONER WALTON: I believe you also 
as a wholesaler serve independent stores? 

MR. BAINARD: Yeo. 

COMMISSIONER WALTON: I mean outside of 
your Red and White? 

MR. BAINARD: Yer, 

COMMISSIONER WALTON: What I was wondering 
is how you provide the services to your voluntary 


retailer which must cost something although you 
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| errevu savings, How can you compete with the 
wholesaler who does not provide all these services? 

MR. BAINARD:; Cniy this: We have a 
contract with a man whereby he gives us all his 
business, We can certainly handle that much more 
cheaply than if we have to send a Salesman out to 
take the order, 

COMMISSIONER WALTON: You do not send 
Salesmen out to your indpendent chains? 

MR. BAINARD: Oh, yes, we do, and 
therefore while it is true we have costs in connec- 
tion with group stores - incidentally, we have 
three groups of stores, Red and White which is our 
largest group in point of numbers, and then we have 
$upersave for merchants of larger volume and Lucky 
Dollar for merchants of smaller volume. In addition 
to that we have also some contract accounts with 
Some merchants who for some reason or another may 
not wish those services. Over that we sell the 
independents. We also sell hotels, restaurants 
and mining camps, and we will sell anyone who can 
buy in wholesale quantities, but our costs to these 
group stores are off-set by the fact we do not 
send salesmen out to get the orders. 

THE CHAIRMAN: Thank you, Mr. Bainard. 
We will read your evidence in the transcript with 
great interest. We will now adjourn to open in 


quebec City on October 14th. 


--- Whereupon the proceedings were adjourned at 3.30p.m. 
to resume in Quebec City on the 14th of October,195 


HH 


a) 
a) ’ 

igew e@enann Jog OAD OR a ae 

' - yee ' 

isigqee ahead? Lie shiverg dow Seae ot! .speloue 


% ava oe ;eiird Yark) mOiakpae OR are ~ F 
ifn " 

fe ay kevin of ydoreiw nee se dotw conde 
Sian Startth) Si3% wt ws sig2l20 BY av ssanatnih | 


ire @khesial © 6f5 j ever 9@ 41 ane eiqpane 
; , rahe ent sin? 


Heoghet adoy 02. Jee 
tee Meat . + #@87O'8 BUOTs iaiw aol? i 


4 
‘pee ‘ew <tenoye/ to ecmariotam fot pveatedesy 


4 
nq tositane 2nee eels 2¥er se peat ge | 


: : 1 tee Ot Ow RvGQEaoIsth, 4uo6 
zn - a .- > 
| 
: = » bus bal a. 
‘ = 40 poten Seon iBiw -tOG@ 
= é a . ke “Oe = ers : M 
: ‘ 
7 + 

“ - * 

: vibes “ 5 tip ow 4. @aabieqepat H 
’' = a 


re eahts © * i 
rts © ot erin - s : f ¥ a ES eee a SSM - ps 


sa de Ae 


‘ 
fe 


cnim etaaetonenl = 
« .. P oe zt - : x" F a2 | eas ' rhe Ln FLSG = iL arw i ya 


MEE 5 


x + > 
+ ee hw le a 
; 
oN > to f ae 
2 aol ane si Ps 
cag -? « 4 >.> ’ oer igi he 


oh 
>) 


ose 


f Jquryoaes? 


ty 


ere vee ee 4 
metape' wed Lia aa 


LaGAR: winiotot, mf 


Ge aaac onsen Slttbeepong: aaa 
enw’. fim eed aetand we Oe eee 


ROYAL COMMISSION 


ON 


PRICE SPREADS 
OF FOOD PRODUCTS 


HEARINGS 


HELD AT 


- VOLUME No.: DATE: 


Gs 


OFFICIAL REPORTERS 


ANGUS, STONEHOUSE & CO. LTD. 
371. BAY STREET 
TORONTO 
EM. 4-5773 EM. 4-5845 


Ro Steg 
on — se 
: aed 


a“ 


ANGUS, STONEHOUSE & Co. LTD. 1. 
TORONTO, ONTARIO 


TREND OF FOOD DISTRIBUTION MARGINS 


The Commission Analysts will be aware that great 
care must be taken in comparing margins from year 
to year within one Company or comparing published 
reports of various companies in order to assure 


Significant findings. 


Within an individual chain the trend of overall 
results is complicated by the growing importance 
of non-foods. And, comparisons between chains 

may not be valid because of the variation in the 


type of business and the areas served. 


What we have done, therefore, to be a es 
ance to the Commission, is to segregate the food 
division margins of our business and present the 
trend over the years in the form of index numbers 
as shown below. This time series represents our 
best judgment of the real trend of food retail- 
ing margins and leads us to the conclusion that 
"The retail segment of the spread covering the 
food production, processing and distribution se- 
quence, appears to have held to a reasonably con- 


stant proportion of the consumer food dollar." 


In the index numbers listed, our food margin for 1 


1949 is represented as 100. 


fe 1956 1955 1954 1953 bey: 1951 1950 194 
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ra EGG MARKETING eae 


A study illustrating the influence of technolog: ° 
ical advance in food production, processing, and 
distribution. 

The attached survey was conducted and the material 
compiled by Mr. C.H. McLaughlin, Division Provision 
Manager, Dominion Stores Limited, 605 Rogers Road, 
Toronto, 9. Mr. McLaughlin, employed by our 
Company fnr nineteen years in our Provision Depart- 
ment, has been closely associated with the poultry 
and dairy products industry for many years. A 
member of the Poultry and Dairy Products Branch, 
Toronto Board of Trade, Chairman of the Branch for 
the year 1950, he has acted as Chairman of 

various Committees in the Branch in subsequent 
years. 

In 1949 Dominion Stores Limited processed 

1,556,381 dozen eggs from 350 shippers. In 

1957 we processed 5,647,423 dozen eggs from 

1,100 shippers. This survey takes the form of 

a brief commentary with certain conclusions plus 


supporting data. 


Section 2: The format of this study, we felt, might 
be helpful; we wanted certain data to help build 
up Section No. 3, and in addition, wanted if we 
could, to establish the actual prices paid for 
one complete calendar year. The Shippers chosen, 


we feel, are a good cross section, not the small- 
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est and yet not in the large to largest categories. 
Also, they represent Shipments from areas west to 
east of the trading area which extends approxi- 
mately 90 miles in each direction. We think the 
results of the study show in rather graphic form, 
how through good farm management a higher return 
can be achieved. 

Section 3: This Section, because it covers all 
cost factors from incoming freight to outgoing 
meetmht for a full year, provides a study which 
takes into consideration all the seasonal aspects. 


The figures, we believe, are self-explanatory. 


The year 1950 was the earliest we could use to 
provide the comparisons we were attempting to 
make. 


A SURVEY OF EGG MARKETS 
1949, = 1957 


Section 1: During the 1939-1945 
war years, and continuing in the post-war years 
to December 1949, a tremendous production of eggs 
had been built up in Canada to supply Britain and 
the Domestic market. 

With the collapse of the export market 
(to Britain) in December 1949, prices dropped very 
rapidly from a fairly stable level of around 
45 cents per dozen ("A" Large F.0.B. Toronto) to a 


low of less than 30 cents. (See Graph "A") 
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ing eggs had risen considerably from pre-war 
times, these low prices returned less than costs 
to Producers, 
In 1950, the Government End Price 
Support Plan, on oil processed eggs, whereby the 
Trade was guaranteed 38 cents for "A" Large, 
plus carrying charges from the high production 
Season (January, February, March, and April) 
to October, went into effect. 
A study of the egg market for the 
years 1950 to 1956 inclusive reveals that up 
until 1957 the Egg Support Program, generally 
speaking, worked fairly well, (See Graphs "A" 
and "B"), While there were still some periods 
of rapidly fluctuating prices, it is reason- 
able to say that the Support Program had some 
Stabilizing effect on the market. 
A rather significant point should 
be noted with regard to the actual operation 
of the Support Program, i.e. that while the 
A.P.S.B. underwrote the Program, the Trade per- 
formed the function of purchasing, financing, 
storing and merchandising the oil processed eggs 
(1950-1956) turning over only the unsold surplus 
on October 1st each year. For quantities oiled 
and stored each year as at June ist, A.P.S.B. 
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As all costs of producing and market- 
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Reported statistics in Appendix "A", 

Very early in 1957, it became apparent, 
due to a very high rate of production, plus in- 
creasing credit restrictions, that the Trade could 
not finance the storing of the surplus eggs. Prices 
dropped rapidly to less than the Support level. 
(See Graph "B") The Government took over direct 
purchasing of the surplus late in January and by 
June 1st had placed 360,000 cases of oil processed 
eggs in storage. As these eggs remained in Canada 
until late Fall (when production of fresh eggs 
usually commences to increase) the market was in 
a depressed condition for the balance of 1957. 

A study of cgg production, consumption 
and market trends from 1950 to 1957’ indicates the 
following conclusions: 

1. A Support Program can be effective 
in levelling out the market pattern during periods 
of high and low production, 

®, Too high a support price encourag2s 
surplus production which in the end results in de- 
presse¢e prices on all production for the year. Too 
low a support price discourages production causing 
shortages and very high prices which reduce con- 
sumption, NOTE: It is our opinion that a retail 
price over 69 cents per dozen causes immediate con- 
sumer resistanc=. This results in v2ry much re- 


duced consumption and requires a great deal of mer- 
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chandising effort to swing the consumer back 
to normal purchasing of eggs even after prices 
have come down. 

We also suggest that a net price to the 
Producer of less than 36 cents (for "A" Large) 
discourages even the efficient Poultry Farm 
Operator. 

3. It appears that it is more effective 
to leave the actual handling of all eggs includ- 
ing the surplus, which may be oiled and stored, 
in the hands of the Trade. This is because 
their experience, judgment and selling ability 
will move these eggs into consumption as quickly 
as possible. This is very important in an in- 
dustry where every producing year is a new ex- 
perience. 

4, Due to the increase in all costs involved 
in moving eggs from nest to table the Producer, 
Grading Station Operator, Wholesaler and Re- 
tailer must constantly strive for greater 
efficiency. (See Appendix "A") This is ne- 
cessary to ensure adequate returns to the Pro- 
ducer and prices to the Consumer, which en- 
courage consumption. 

Ic appears that well-balanced, year- 
round production of fresh eggs would eliminate 
or decrease the necessity of storing surplus 


and should result in more orderly marketing. 
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The wide swings in price which have characterized 
the egg market for years could be narrowed. This 
will only be evolved by effective co-operation 
between the Producer, the Government and the 
distributive Trade. 

REPRESENTATIVE EGG SHIPMENTS - 1957 

Section 2: An actual report has been 
prepared on all eggs received from ten shippers 
during 1957. Prices per dozen received at the 


farm are represented by index numbers with the 
average for all ten shippers designated as 100. 
SHIPPER PRICE PER DOZEN 

#1 101 

fe o3 

#3 93 

ia 101 

#5 94 

i#6 101 

#7 98 

i 105 

#9 108 

#10 105 

Average 100 
It will be noted that shipper #9 received the 
highest price, eight points over the average 
while shipper #3 received the lowest price, 
seven points below average; a net differential 


of 15 points between Shippers. 


The contributing factors to this dif- 
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ference are as follows: 


1. Shipper #9 shipped more frequently. 

2. Shipper #9 had his flock producing 
large eggs in the season of general low production 
(July, August and September,) thereby receiving 
the best market prices on "q" Large. 

3. Cleanliness of eggs, care on farm 
before shipment, etc., giving Shipper #9 more 
eggs in top grades, 


A COMPARISON OF EGG GRADING 
PACKING AND TRANSPORTATION COSTS 


SRVA INU AND TRANSPORTATION COSTS 
Section 3: According to our statistical 

records there has been a combined increase in 

egg grading, packing and transportation costs 

of 23% from 1950 to 1957. A detailed analysis 

of this combined increase is listed below. Costs 


are represented by index numbers with the total 


bor 1950 as 100. 
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i957 
Freight, farm to 
grading station eV 
Handling Labour 
(receiving, shipping 
etc.) 13.95 
Grading Labour 7 gs 
General Expense: 
clerical, employees! 
benefits, depreciation, 
taxes, Insurance, etc. 35.90 
Carton Cost 30570 
Freight to Stores 2.80 
Total Lea ed 


In the same period of time, 1950 to 1957, 


Ee Ore 


16.10 


phe 
25 at3 


2.24 


100.00 


% 


Increase 


100 


15 


20 


Salaries for experienced egg graders increased 


88% while the grading cost per dozen only in- 


creased 8%. This has been accomplished by better 


equipment and greater efficiency of operation. 
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APPENDIX "A"; 

Stocks of oil processed eggs in storage 
under support as at June ist, 1957(Province of 
Ontario) - 

'000 cases 

O50 = 239 

1951 - 71 

1952 4 136 

1953 # 05 

1954 - 67 

1955 - 80 

1956 - 10 

MDT - 122 (All Canada-360) 


Comparison of costs - packing materials, 


cartons and freight charges: 


1957 1950 Goin. 
Fibre Cases 30 es, 6935 ABaes Bee 
Wood Cases 2.6B°/2es 288 Leder a5 
Keyes Trays 3.15 set 2.95 set (6.7 
Freight from farm (av.).60cs. -30 cs. 100 


Cartons 27.25M 23.00M 18.5 
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IMPROVEMENT IN PROCESSING - SPINACH 

Prior to 1949 spinach was retailed in 
bulk. In that era the spinach had to be washed 
in the stores before being presented for sale, 
with the result that water was left in the 
crevices of each leaf and proper drainage was 
not possible. 

The retail store sale necessitated 
packing 2 lbs. of spinach into a large 16 or 
20 lb. bag. The result of such packing left 
the store staff with damp clothing and the cus- 
tomer with a packaged product inn a paper bag, 1.’.lv 
which in many cases disintegrated with water 
running onto the customer's clothing or into 
other groceries. 

Although spinach was washed in the 
store, it had to be rewashed over again and 
roots trimmed in the home kitchen. After it 
was cooked, in many cases it was still sandy 
and gritty making it very unpalatable. 

The product at the store level and 
in the customer's home was not a particularly 
desirable one with the resultant low volume 
though lack of customer acceptance. 

Processors began in 1949 to pre- 
package washed and trimmed spinach in 10 ounce 
cello bags. This form of pre-packaging was on 


an experimental basis but the rapid demand 
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created by the customer progressively diminished 
Sales of spinach in bulk form and increased mater- 
lally the total tonnage consumed of the product in 
its pre-packaged form. While processors and re- 
tail distributors were somewhat pessimistic 

about the acceptance of pre-packaged spinach 

over the bulk product, the customer, being the 
final judge, indicated her preference. 

The gain in momentum for pre-packaged 
Spinach can best be shown, we believe, in the 
statement of one major processor, who in May 
of 1950 recorde@ 20,000 pounds packed in one 
week aS compared with 75,000 pounds packed in 
the same week in May of 1958. 

The product today advertised as "Ready 
for the Pot". besides being pre-packaged, is 
mechanically washed several times, spin dried, 
carefully graded with all poor stems culled, be- 


fore the packaging process takes place. 


PACKAGING OBSERVATIONS 


Packaging has always been an important 
function in food distribution and as is the case 
with all other phases of the industry a great 


many new developments have taken place in re- 


cent years. 


It will be extremely difficult to con- 


fine our comments under the heading of Packag- 
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ing to simply the act of putting a product ina 
Basket, a box, a tin, bottle or package. To- 
day and very properly so, together with packag- 
ing go hand in hand: 

Food Preservation - 

Grading - 

Brand Promotion - 

Convenience - 
plus the ability to handle, examine, carry and 
Ship the product from point of processing to 
the consumer's home. Experience has proven 
many times that if the form in which a product 
is presented for sale to the public does not 
please them ~- they stop buying. Whether the 
reason for public disapproval is cost - quality- 
Size-Shape-cotour or type of package, is some- 
times difficult to determine but the end result 
is the same - if they don't want it they don't 
pay Lt. 

Some criticism has been made of pack- 
ages being too elaborate, too many pictures, etc. 
Some have even suggested that a plain white 
label with simply the product identification 
and grade printed on it is all that is required. 

These thoughts are usually expressed 
by people with a very sincere desire to see 
the cost of food held as low as possible and the 
spread narrowed down. However, desirable as it 
might be to lean toward the plainer, simpler 


things, the die was cast many, many years ago, 
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which determined that this could never come to 
pass if we are to maintain and improve our way 
Perlite. Basic human - democratic principles 
are involved which of course, none of us are pre- 
pared to relinquish. That principle is pride of 
ownership-that which ts ours we wish to identify 
as being part of us, 

Thus Brand Promotion immediately be- 
comes a part of Packaging, and competition for 
consumer demand for a product, a brand, finds 
its way into the package as well as the product. 
This is progress~ without competition none of 
the things we enjoy today would be possible and 
our standard of living reduced proportionately. 
Possibly in a somewhat different manner, but 
through the same general processes, grading be- 
comes more important with packaging. Packaging 
automatically requires identification as to grade, 
the name and address of the processor or packager, 
and in addition to being required to meet Gov- 
ernment grading standards, there is the acid test 
of consumer acceptance of that particular brand. 

Let us move now to another and extremely 
important phase of the whole subject. It is 
now very firmly established that a very large 
percentage of the consuming public want self 
serve food stores. This being the case packag- 


ing immediately becomes of special importance, 
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Spread her Shopping for food more evenly over 
the week, Some of these experiments :may have 
been partially Successful, but for the most part 
they have been dismal failures. Merchants have 
found they must be prepared to serve their cus- 
tomers when the customer wants to shop. In 
Canada at least 75% of the food purchased is 
bought on Thursday, Friday and Saturday. With- 
out pre-packaging with goods sold in bulk and 
weighed up at time of purchase, it would re- 
quire from 25% to 50% more stores er at lest if 
not mores stores a corresponding increase in 
floor area’to handle the business. 

This approach then, without any other 
considerations, is sufficient to prove how un- 
economical it would be. Further- return to the 
Socalled bulk era would at least in some com- 
modities be more costly at the processing or 
manufacturing level than today's prepackaged 
system. 

The reason is simply that today's 
package is to a very large extent, a machine pack, 
The so-called bulk container does not lend it- 
self to mechanization, obviously the. , the cost of 
the product as it left the factory would be higher, 
to which would require to be added the labour at 


the stove for weighing up, and the cost of the bag 


Attempts have been made to have the consumer 
it was put in. 
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Factory packaging has reduced waste of 
product at the wholesalers level, at the retailers 
level and in the customer's home, Let us take 
Just three well known items, 

Soda Biscuits - 

Shredded Wheat - 

Kegs. 

The former soda biscuit bulk pack was a 
box about the size of an egg crate, Once opened 
in the store it was immediately exposed to the at- 
mosphere and at least in most parts of Canada with 
the possible exception of ‘lberta and Saskatchewan, 
with very high humidity on the second day they were 
damp and uninteresting. ‘dd to that the breakage 
and other waste plus the cost of weighing them up 
and it is easy to see how impossible it would be te 
return to that system. 

Shredded wheat for many years was packed 
in the same size and shape of box. On March 1, 
1958, the Shredded Wheat Company started to wrap 
three individual pieces of the product in waxed 
paper, The Box has always had twelve in it, now 
it has the same number but four individual packages 
of three in the box. Why spend the additional money? 
The answer of course, is that once opened at home 
unless ae ee contents were used up, in a couple 
of days the balance were damp and uninteresting and 


were wasted. Thus here we have a simple example 
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of the need for packaging and while the cost of 
packaging may be Slightly higher, the waste at the 
consumer level will be eliminated and it would be 
natural to expect an increase in sales because of 
greater consumer satisfaction. 

Eges -- first of all So-called bulk eggs 
cannot be handied on a self-serve basis. Even 
trying to carry a dozen eggs home in a paper bag 
from a roadsiae stand is not practical - the break- 
age and the loss incurred is much greater than the 
cost of the carton, Cartoned eggs give greater 
assurance to all concerned that the eggs are up to 
the grade and size as marked, not possible with 
loose eggs. Cartoned eggs in most modern food 
Stores are code dated thus enabling the retailer to 
rotate his stocks properly with greater assurance 
to the consumer as to quality. There is another 
very big factor in packaging which is applicable 
specifically to two items this Royal Commission 
Will be studying in detail: 

. Poultry Meat 

. Fish Products 

The consuming public have in no uncertain 
terms indicated during the past three perhaps four 
years, that they want oven or pan ready poultry meat 
and that they want it on a year-round basis. The 


meteoric sales increases of poultry meat are undeniabl 


evidence. 


The oven-ready and year-round aspects both 
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demand a packaged product, From the retailer stand- 
point it would be physically impractical and im- 
possible to handle todays volume of poultry meat 

if it came to them in the former So-called "New 
York dressed" form, We have not, but perhaps some 
one has attempted to, compute the Savings in trans- 
portation costs: 

Oven-Ready vs New York Dressed. 

At the retail level the heads, feet and 
entrails when removed were Placed in garbage cans 
for which the retailer had to pay extra for re- 
moval. Removed at point of processing at least 
Some reclamation may be made but at least disposal 
at that point is much less costly and transportation 
is not paid on the unedible parts of the bird, 
Theoretically at least this method of marketing 
would appear to have all the elements of reducing 
the spread. 

Fish products are in very much the same 
category. Even the very best transportation 
arrangements, worked at diligently by the retailer 
and the supplier, have failed to the best of our 
knowledge to develop a system of distribution for 
fresh fish which is in any way satisfactory except 
for large hotels and some institutions and a very 
limited number of specialists in the fish business, 

This is true even in coastal ports such 
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in order to achieve the maximum in sales of fish 
that the one Paramount factor in all Selling and 
more particularly in food is: 

It must be available in a convenient 

form 365 days in the year, 

ihe cost of transporting fresh fisheven by 
air cargo is costly not only in the matter of the 
method of transportation but again transportation 
iS being paid on thousands of pounds of inedible 
product, which in addition to anything else poses 
a serious disposal problem for retailer or customer, 
Through the advent of modern processing equipment - 
packaging equipment and methods - freezing and 
Storage - fresh fish of all types can now be avail- 
able every day of the year, With the very great 
Strides being made in the matter of frozen food dis- 
play cases and distributive systems to Supply them 
we feel the day is not very far distant when the 
consuming public in every part of Canada will be 
able to enjoy their favourite fish at any time, 

We feel confident distributors and re- 
tailers will co-operate with the fisherman and the 
processors to promote the product of the sea in a 
manner which we trust will not only create a demand 


for the product but that in the process the producer 


may benefit. 


We feel our comments would not be complete 


unless we made reference to the packaging of fresh 
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fruits and vegetables, The potential market we 
believe is much in excess of the present day con- 
Sumption, 

We realize that the subject is a very 
highly controversial one,” Dub its importance is so 
great we are encouraged to express some Opinions, 
We have referred to fresh fruits and vegetables in 


other connections and as previously stated, it is 
difficult to disassociate packaging from grading 

and other pre-shipping requisites, Packaging to be 
effective must incorporate features designed to be 
beneficial at.all levels, from the consuming public 
back through retailer, wholesaler, processor and 
producer, In some cases in order to achieve the 
maximum benefit it may be necessary to widen the 
Spread between that which the consumer pays and 

the producer receives in order for the producer to 
receive @ price which will represent a fair return 
on his investment and proper compensation for his 
Seapours., If the end result of proper and adequate 
pre-shipment requisites and more expensive packages 
is that the consumer pays a higher price, then “i+ 

is necessary to apply further analysis which of course, 
would be the examination of "Value Received", by the 
consumer, If the former methods resulted in the 
bruising of the product to a point where the customer 
was required to throw out a goodly percentage of the 


product then two things have happened, 
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ee The cost paid by the consumer for the 
total quantity was not in fact correct, she had 
paid a certain price for xxx pounds but in reality 
is paying for xx pounds so that the price of the 
edible product is increased in direct relationship 
to the amount thrown out, 

me No one enjoys waste and in addition to 
the loss incurred, the normal reaction is to refrain 
from buying further quantities. 

Fresh firm fruit of good appearance will 
increase the demand. Dull, bruised fruit will 
curtail sales, Mr. Pearsall, Director Marketing, 
Federal Department of Agriculture, in addressing the 
Central Ontario Division of the .gricultural Institute 
of Canada, told the group that unless and until the 
potato growers of Ontario paid more attention to: 

Selection of proper seed - 

More adequate soil preparation - 


Application of fertilizer on a more 
Scientific basis - 


More care in harvesting to avoid mechanical 
injury - 


More strict application of Grading Regulationis- 


Development of orderly marketing through 
enlightened growers associations, 


they could not expect to get proper prices for their 
crops. 
In addition to the package being required 


to carry the goods from shipping point to consumer 


in a way which will provide maximum protection the 
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matter of labour costs in handling en route is of 
vital importance, From this standpoint some of 
the packages now in use are of a design which makes 
the handling of them at every level, except that of 
the customer taking them home, a very costly pro- 
eedure, 

Packaging, designed to get the goods to 
the consumer in the peak of perfection with as little 
waste as possible in the home, thoroughly integrated 
at all levels of handling to protect the goods and 
minimize handling costs is we feel, one of today's 
most powerful tools in selling maximum quantities 


and reducing waste. 
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DISTRIBUTION OF RETAIL FOOD SALES IN 


CANADA BETWEEN INDEPENDENT AND CHAIN STORES: 


independents* Chains* 
(as a percentage of total food sales) 
eae, 67 33 
1950 65 35 
Molen 64 36 
ela 66 34 
1953 64 36 
1954 62 38 
oD 6Q 40 
195 58 ue 
1957 ei? 43 


¥ Source - Dominion Bureau of Statistics 


THE EVOLDTION IN STORE SIZE: Many 
factors have combined to bring about the change from 
the 1,000 gquare foot (selling area) neighbourhood 
grocery store to today's 15,000 square foot and 


larger (selling area) supermarket. 


Early in the 1920's self-serve food stores 
were started. Three important changes took place, 
- Former back room stocks were moved "out 
front" and arranged on display fixtures to permit 


individual selection by the customer. 


2. Floor space in the form of aisles was 


necessary to permit customers to move freely about 


the store while shopping. 
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Ea fi 


ae Checking counters, aisle space to approach 
them, lobby space in front of them, and space for 
Shopping baskets was required, 

The Cash and Carry aspect of most self- 
serve stores met with consumer acceptance, This 
combined with improved merchandising techniques 
attracted more trade, greater volume and more Space 


was required. 


The acceptance of the Cash and Carry method 


for dry groceries encouraged the enterprising mer- 
chant to put in a fruit and vegetable department 
and then later came meat and a further increase in 
Space required for dairy products. 

Cash and Carry had "caught on", Larger 
volume, sound inventory and quality control on the 
part of the efficient Cash and Carry merchant gave 
him a further plus - Fresher better Cuality Food. 

Then came the "Shopping Buggy". Floor 
Space which had been adequate in the shopping basket 
era was no longer sufficient to permit shopping in 
comfort. The result - wider aisles - bigger stores, 

Cash and Carry - Fresher Better cuality 
Food plus comfort in shopping brought more trade and 
up went store size. 

Then came the day when more people had 
cars - main streets were crowded and the evolution, 


of course, was the Parking Lot. 


The ability to park in comfort close to 
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the store again brought an upswing in volume requir- 
ing bigger stores, 

All through this period another influence 
was steadily gaining momentum, 

The shopper able to browse leisurely 
through the store examining items - brands, Sizes, 
making her own selection was "Buying' more food and 
a greater variety than it had ever been possible for 
the service type store to "Sell" her. 

Our producers and processors were quick 
to realize the trend and new items and sizes made 
their appearance very rapidly. 

Labels were dressed up to meet the Self- 
Serve trend and the start of "Motivation" was well 
under way. 

Continuing consumer acceptance of all the 
factors outlined above brought steady pressure to 
bear on the enterprising merchant to further increase 
Store size to provide more of those factors which in 
no unmistakable way his customers were telling him 
they wanted. 

The war years slowed down the building of 
new stores and the modernization of old, but - 

“It did not stop the planning for what 
the "Post War Store" was going to incorporate." 

Encoura ged by the Government to be pre- 
pared with a Post War Development Programme the Food 


Distribution Industry, together with all industry, 
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diligently set about to do the research, study and 
planning necessary to make our contribution to the 
Post War era, 

Store and parking lot size was by no 
means the major consideration, 

We were now in an era where the full 
impact of engineering acumen was to blossom forth 
in new refrigeration techniques - Capable of the 
preservation and display of food formerly unknown, 

The war years and shortage of labour on the 
home frcent was a further inspiration to the creative 
mind, and we were now in the mechanized era, New 
materials handling equipment - electrically operated 
machines replaced the former hand operation and a 
never-ending stream of inventions to improve pro- 
ductivity and lower costs, 

Theiend result turned out to be that a 
Store layout incorporating all those factors the 
customer had shown her preference for, plus the 
addition of new fixtures and equipment was the first 
step. 

The a building of the size and shape 
required to house and service the newly designed 
"Selling Space Layout" was designed and constructed. 
- And so it has gone each step forward, 

The population shift to what is today 


called Suburbia. 


More and more families with automobiles - 


More automobiles per family. 
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More refrigerators in the homes, 

More and more frozen food, 

More married women in industry. 

More table-ready foods required to meet 
the current demands, 

More and more demand for further self- 
serve in Meat, in Produce, in Bakery Products, 

The swing to Cash and Carry for milk and 
cream for their convenience (and Savings in 
some areas), 

Pronounced demand for a Wider and Wider 
variety and selection - plus all the other 
factors - have brought us up to wkere we are 
today. 

Again through all this evolution and 

the aggressive approach to lower cost through 
elimination of waste, including antiquated practices 
requiring unnecessary labour, the back stage job was 
keeping pace with the improvement in the store. This 
too had an influence on Fixture Layout and size 

and linear feet of shelving required. 

The objective was to move the processed 
product from point of manufacture through the various 
distributive channels arriving at the store in the 
Same original shipping container. Not having been 
required to be opened at some central point, repacked 
into another smaller shipping container. Then the 


next step to have as many items as possible with 
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sufficient space available on the shelf to make it 
possible to put the entire contents of the original 
Shipping container immediatdy on the front room 
Shelf with the resultant Saving of labour at all 
feveis:, 

In closing this paper, in order to have 
Some factual data pertaining to the additional new 
items considered necessary in today's super- 
market, we have the following authentic data from 
one of Canada's highly regarded national food pro- 
cessors, 

Of their 1957 total sales in Canada: 

34% of that volume was in lines and/or 

Sizes they did not produce in 1954, 
50% of the 1957 volume was in lines and/ 
or sizes they did not produce in 1947, 

The products of this firm are in the heavy 
volume range - used in families in all walks of life, 
found in practically every home and in hotels and 
restaurants throughout the Country. 

We could go on to recite the very de- 
finite consumer acceptance of househeld supplies and 
health and beauty aids not to mention a wide range 
of colour in toilet tissue and in toilet soap. 

Yes! It has been a time of steady pro- 
gressive development. 


Evolution really at work. 


_ Inspired and carried out with the objective 
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" 
wall 


having been constant, 

To bring to the consumer throughout the 
Country the products of the soil and the sea, 
in a manner acceptable to the consuming public 
Senerally, and at the same time to perform that 
distributive function in a manner designed to 
be of benefit to producer, processor, employee, 
owner and/or shareholder. 

The greater efficiency possible in the 
larger type store, combined with greater volume, 
generally produces a lower expense ratio than in 
the smaller type stores, AS examples, twelve 
representative stores for each of Small, medium and 
large size groups have been selected at random and 
current store total operating expenses are compared 
below, The small store average total operating expens 
related to sales is shown as 100 with all other stores 


compared to this expense ratio. 
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REPRESENTATIVE STORES! TOTAL OPERATING 


EXPENSE INDICES: 


A 94 82 38 
B 93 88 73 
C o4 79 81 
D 74 79 62 
E 70 66 74 
F 101 95 82 
G 114 19 of 
H 74 92 96 
I fe 78 15 
J ila at 88 114 
K 13 105 of 
L 129 oi to 
i.verage 100 87 81 


iY 
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! LIST OF NEW FEATURES ‘ND EQUIPMENT IN 
RETAIL FOOD DISTRIBUTION: 
Paved parking areas with Planned traffic movement. 
Mercury vapour parking lot lighting. 
Landscaping, 
Blectric sub-station facilities 
Increased fire protection through sprinkler Systems 
Protective building canopies, 
Improved quality and appearance in building con- 
struction. 
Seasonal exterior sales displays, 
fir conditioning in stores, 
terrazzo. floors, 
feoustically designed cellings, 
futomatic doors, 
Shopping carts. 
Kiddy corners, 
R corded music. 
Public washroom facilities. 
Enlarged and improved employee accommodations. 
uutomatic checking-out counters. 
Increased store lighting. 
Snack bars. 
Reversible floor-to-floor merchandise conveyors. 
Powered meat saws. 
Pick-up stations for customers' orders, 


Wide shopping aisles. 
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Delicatessen department. 
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In-store bakery, 

futomatic coffee grinders, 

Coolers for meat, produce, dairy and frozen food 
products, 

Holding rooms for meat products. 

Automatic meat Wrapping machines, 

Refrigerated display cases for produce, frozen 
foods, etc. 

Automatic weighing and price-computing machines. 
Machine compressors - up to 20 in number, depending 
on power requirements, 

Cash registers with local sales tax computation and 
change calculator. 

Prepackaged food items, 

Improvements in product display shelving for cus- 


tomer shopping convenience. 


STORAGE: Storage as it refers to food 
products occers a very great variety of situations 
and circumstances which would require a much more 
exhaustive study than could be attempted in a paper 
such as this, if proper conclusions were to be reached 
concerning each, This being the case we shall attempt 
to make some observations which may be useful in the 
overall studies of the subject which will be made by 
this Royal Commission. 

During the past forty years, many changes 


have taken place, some of which being more apparent 


| 


to the casual observer, may have received more 
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attention or publicity, than the Storage function. 

Storage is of paramount importance, since 
a large portion of agricultural and fisheries pro- 
duction is seasonal, with the harvest period re- 
latively short for most commodities and for some only 
a matter of days. We emphasize the importance of 
Storage because the need of it applies to such a 
great percentage of our total food production. 

Storage costs vary according to commodity 
both as to the length of time in storage and as to 
the type of storage required, The cost of buildings 
and equipment for storage purposes vary considerably, 
depending on the facilities provided. - plant 
providing storage at below zero temperature is much 
more costly than a structure for common storage. We 
believe it is an accepted fact that storage of all 
types is necessary and if so, then those people who 
invest capital to provide storage facilities are 
entitled to a return on their investment. 

Those individuals who own the product 
which is stored are entitled to add to the original 
cost of the product the cost of storage and handling, 
plus a return on the capital they have invested in 
the product. We have purposely made our statement 
@8s above because we consider those things enumerated 
as "Pure Storage Costs," and as such, believe them 
to be a legitimate "Value Added" factor and while 


having an influence on the spread, as any other cost 
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does, it is a necessary and desirable function. 

How storage is done - 

Where storage is done - 

By whom storage is done and 

Why storage is used - 
obviously leads into a very wide and controversial 
field which we ghall not attempt to deal with. 

Properly controlled, well administered 
Storage, conducted through the normal distributive 
channels by people normally engaged in the food 
business, be he producer, processor or distributor 
is a necessary and vital adjunct to Orderly Marketing. 

Where storage can be detrimental to or- 
derly marketing and in some cases has added un- 
necessarily to the spread, is when the producer or 
even secondary holder of a product requiring storage 
has been unable to finance the programme and the goods 
have found their way into speculative hands not 
normally engaged in the food industry. 

There has been considerable improvement 
during recent years but we feel there is room for a 
great deal more which if successfully carried out 
can be equally beneficial to producer and consumer, 
Apples, perhaps, are as good an example of the 
benefits to be derived from storage as any. Not 
many years ago the apple season was relatively short, 
Modern techniques have at least doubled it. Other 


factors such as the realistic approach apple growers 


> 
sy" 
7 An} > : 
své@ i 
F nd 
; A 
4 Sa 
st : 


iene ton ae 


< bod at ‘wale i 
Satan nutnet line bite oh se Wey e@ asa oe ia 
<iet! ia of Paget be don Eeesty * ao 


buvedeinfehe Ltow nadterdios ee 


rid) ri 


see 


Sedsiin tates Lawiug-sas’ mavens basoubtwo .2agoga 


BOOT od AL Papegeas ULlentvon aiqo'eq vd ntannads 


sudedindeit v9 aotesepyq  taeyboug’ 64 isd suagted 
j Se ; int FON Saat 


wonbradayiasbad oo Seoulbe Sadly top Qisensoea aye! 


co « ‘ é 
“io ot Letetetisvel oo qae age'roo 2. 825TH 


aii Hebi emit ate40 amos al baw orer Amt fags 


“ Fas 


6 yauho um BAe asi Of a LYS say oF ylipaasasoen 
of 7" e by = A =o ota 


<Enethod & Aig ts cHRET TIweacty }Y tebiea ytabnotee meVs 


lipticds ie bo Biehigoid sis Braker sat a i sideny asad, wert 


“Son Bhagt svjoelvoage ogee kaw .3 bed? ‘pra 107 "OVA 
_ Yeteshel goer of nt pegeans i i tenzon 


CHitwerotges esletvol eon, Gbed ash Tan? 


t= 


sot, 1 oe ei. toni Js om tow eteey Jieoos Snir 
Jade Belge cll iaeaerd 12) OST “SoM lseb assy 
7 TORBAOD) AN Tensbstq oF J inhTppod Yiteupe ad aes 
wid Fo aignsne..og hooa £4 ors MBAS | ha Laan 


OW wars - 24 SRexo ts. notl bsy bien soe as lisdaes 
ae 0 ee bter? 


utdona,ezevispias .2aw' tozeve 01998 cho One eraeg yee 


veiID . sO Beidiok. lene! 32 Seee apuprarioed, pmshott 
: sa stiks its 


‘evseot” Giqud M:eutdda, 2i784 Le9%, evil eq dove Mo2dsy 
; Stee sre «Gay. : or oe 


eyo 
eS 


0 


ANGUS, STONEHOUSE & CO. LTD. 35 
TORONTO, ONTARIO 


have taken to eliminating the trees that produced 

the undesirable varieties have also been helpful, 
However, the availability of cold Storage and latterly, 
controlled atmosphere Storage, has made it possible 

to greatly reduce the Shrinkage which took place in 
common storage or in the consumers home and provide 
better quality for a longer period thus we feel in- 
creasing consumer demand, 

At this point we would like to move to 
the other end of the distributive channel and look at 
Some changes which have taken place as to where the 
responsibility for storage of food now lies, The 
retail store of forty years ago, particularly those 
not located in the three or four large metropolitan 
areas of the time, was required to do a great deal of 
Storage. On some commodities it was necessary to 
buy a full year's supply at one time, Six months 
Supply was not uncommon and sixty days was the 
Beneral rule, 

The wholesaler of that time was really 
in the storage business in a big way and some brokers 
found it necessary to do considerable storage. 

Improved Communications and 

Improved Transportation have combined 

to render distance no longer an obstacle, 

Greater production in all areas, the 
opening up of vast new areas and finally production 


= in excess of domestic and export requirements brought 
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about a condition where the retailer and the whole- 
Saler were no longer required to carry products for 
such lengthy periods. 

Because of surplus production Government 
programmes of various types have been introduced, 

Some of which have required considerable Storage as 
part of the programme, 

Then too, the function of the processor 
in many cases has changed considerably. With a 
generally full and sometimes a surplus Supply position 
the processor has found an ever increasing portion of 
his time, effort and capital being taken up in the 
marketing process. AS a matter of fact, an important 
and vital part of marketing today is brand promotion. 
Not only does the processor require to have maximum 
coverage in his distribution, he is required to develop 
eonsumer .acceptance of his product. .S that consumer 
acceptance is developed, so the netd increased for 
him to have the product on the grocer's shelf 365 days 
per year. So we see how the responsibility for 
storage has changed with the changing times and we 
feel those changes have been, in the long run, bene- 
ficial to all concerned. 

Under today's economy it is a fair state- 
ment to say that a retail food business or a whole- 
sale business can be run successfully with virtually 
little need, if any, to engage in the storage of 


ae SC products. When it is necessary it is usually on 
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a short term basis and on a few commodities. 

We feel this is as it should be since 
the primary function of both wholesaler and retailer 
Tos thas OL selling food and related items, Most 
Successful merchants today stay strictly away from 
Speculation in food products anda conduct their 
business on a basis of regular ordering and on the 
purchases basis of price prevailing date of shipment. 
W in Dominion heartily subscribe to this policy 
and practice it in the daily conduct of our business, 
If the statements made so far in this paper are 
correct and we believe them to be, we find then 
that the Storage Function is narrowed down to the 
fields of the producer and processor, This we con- 
Sider to be a good thing from many Standpoints. 

& steady flow of products from processor 
through wholesaler and retailer, on a bi-weekly, or 
if it can be achieved, a weekly basis, will, in the 
final analysis, achieve for all concerned a more 
even work load which is so necessary to achieve 
maximum productivity. 

Furthermore, the closer the regular ship- 
ments through wholesaler and retailer can come to 
representing their respective sales to customer and 
consumer, the more it will enable the processor to 
control his production and marketing programme with 


resultant benefit to all. 


In the matter of perishable food products 


a ecm tt ep 


jedéeth erie Yo e¢eb- an tiieveid eoltd To ahead pee ye 
5 ~~ 


evtcvhbote Bast. ‘iudioq id teddee self BE) © ne 


ae - 


Ae _ 
= : , a , 
ei 3 
ita ; 7 


est 7 iene wee tothe . 


Agvet 


“ere. ed Side ey bake ateeaae © 
Se paltee has ichesatanmed ted G6 pat hoant “ 7 
Seid sweat hate Pat Sear hoot gnitiise: do ea 2s rie 
iv hay Us octet) ved’ yao -atostorss ‘nn 7? 
tot a¢gr@nao base cdoebord boot ni no stat : 


ate? + Ne aéoAeerobw Isigeer to etends no seoniaud - 
‘Sled wide of euiribedsue Vihiszisen folatiott mr Ww 


er . = . ‘ * ; , “~ 
Te Tagec: Ska Phe PBsi-OG Soa éaan NStaG ‘2 ert ‘I tr 
- 


sits fret ow ad ot weds evel{sd-ow bias -vosTicg 


oti guoh Beweottet af aoltonel ogetesa ent vant 


, * 
-. U 
~~ ¥ » Bott ee, A a > “ . nde dy Soe, | + 
mio ow efits 4otesteta bags t469ubdIq sed To ebfokt 
‘ 
‘ rs <a rind * he ey ‘ we 
stn iogbasd s- eee MONE wen boog & Se OS Tey ee 


vt  vitteew=td- 2 ta .2ellaeye ae: tTefisesiornw mawo ins 


a < 
ent ini:  ifiw .etesd' ~wiveowtan, (beyvecstoe od nes Sf UL 
7 i 
' 
ay “ . tog Ae = . — »® 
pthc i TS fe fr wht eveldios ,2fteytens isis: 


sa triges oF ¥iséesoen oF al nolan bsol i: MiOw- 1S¥9 


6 
wh 
S 
c 
& 
3 
a 
5 
—, 
& 
= 


ét efios- aim isilavet Dre: "93.2 4 Cottw rimiso nis: a tread 
baie foieteue ci eslee sylovedsern  SiSa? gatinersuqget 


oF so¢dtasouy: off adders fiw 3f sacs sav  sTemuenes 


aah 3 ares, » an : ps ‘ i 
(Hiv Sttie ret? yaktooce bos seltoeborq eta Lomas, 


Lin os Ff? Lanod qssiizegn ” 


——————eeee—eeeeeeeeeeeeeeaaaaaBaBaRmD>9m9DoaaDoanaapapaaaaaaaa——————xX—===- 
Seo 


33 


ANGUS, STONEHOUSE & co. LTD. 
TORONTO, ONTARIO 


the shorter period of time they are in the hands of 
either the wholesaler or retailer, the better it is 
f<r producer and consumer alike, duality and 
freshness are the two most vital factors in the 
achievement of maximum consumption of any perishable. 
We believe that adequate and efficient storage 
facilities of all the various types required by 
today's food products are a very definite necessity. 
While good progress has been made during the past 
few years, there are still a great percentage of the 
Storagebuildings in Canada which are antiquated and 
because they do not lend themselves to modern materials 
handling equipment must be adding greatly to the cost 
of performing the storage function. 

If our assumption is correct that proper 
Storage, properly controlled and well administered, 
can be instrumental in the matter of orderly marketing, 
improved quality, lengthening of marketing seasons for 
perishables and an even flow of products through all 
channels, then we trust in their examination of food 
handling practices in Canada, this Royal Commission may 
find avenues through which the use of storage may be 
increased and enhanced. W would heartily endorse a 
programme which would accomplish the four things re- 
ferred to 

Orderly Marketing - 

Improved Quality - 


Lengthening of seasons for perishables - 


And the even flow of products through the 


distributive channels. 
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This, we feel, would be of benefit 
generally, but would express the hope that the pro- 
ducer might be able to profit from any increment 
which might accure through the more scientific use of 
Storage and at the same time the consumer may benefit 
through better quality which means better value for 
her food dollar, 

In closing, we respectfully draw to the 
attention of this Commission the need for pre- 
cooling equipment in many of our fruit and vegetable 
growing areas, Enormous quantities of #ood food 
have been wasted over the years contributing very 
greatly to the spread. 

& great portion of this waste caild be 
eliminated and the distances the products could be 
Shipped would be greatly increased if proper pre- 
cooling equipment was available to take out field 
heat as quickly as possible after harvesting. 

While this reference to pre-cooling is 
perhaps not directly associated with the subject of 
Storage, we feel they are in the same general area 
and, for that reason, have included it in this paper. 

TRANSPORTATION: Transportation is a cost 
factor applicable to every item of food whether sold 
in its raw or processed form. This is an extremely 
variable factor according to the commodity, point of 


origin and point of ultimate sale. 
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With many commodities, total transporta- 
tion charges are affected greatly by the number of 
channels they are required to pass through on their 
way from the farm or the sea through: 

Processing 

Brokerage 

Storage 

Wholesaling and finally to the Retail 

Store. 

| Transportation cost to the point of 
processing is quite often a hidden cost but none- 


theless a very real one, 


(a) Farm to Wholesale Market 

(b) Farm to Point of Retail Sale 

(c) Farm to Shipping Depot. 

(d) Farm to Grading and Packaging Depot. 
(e) Farm to Packing Plant 


| (f) Farm to Processor (canning or freezing) 


Plant. 

Our reason for referring to thistinitial 
transportation cost as sometimes being hidden is two- 
fore, 
| 1 uite often performed by the producer 
himself and not shown up as a "Cost Factor". 

a The "Price" to the producer is quite often 
set as F.0O.B. the points named. 

Each individual product requires to be 
studied separate and followed through each step to 


arrive at the amount included in final "Laid-in Store 
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Cost", which is applicable to transportation, Trans- 
portation as a "Cost" factor offers a very great 

field for study and improvement, We feel this is 

one area which up to this point has not received the 
thought and study from a Scientific approach to which 
it is entitled, & great many food organizations have, 
in very recent years, taken steps to move goods 
through the most direct routings possible and 

through the study of the "Load Factor", have made 
reasonable progress in the elimination of unnecessary 
Cartage Costs which have been of direct beneritrto 

all concerned, This field alone presents itself to 
US aeebeineca.factor in the increasing of the Spread, 
of sufficient magnitude to Justify the concerted and 
Fo-Ondinated effort sof all »invany way concerned with 
Lood., 

Under another heading we shall touch on 
money wasted on transportation from which no one can 
hope to benefit. We make reference to the trans- 
portation paid on wprishable product which, on 
arrival at destination, is unsaieable. The trans- 
portation charges in this case are a direct addition 
to the spread, 

The points at which transportation costs 
are added to the value of the goods, and the method 
of practice applicable, as food moves through the 


various channels en route from Producer to Retailer 


varies; 
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By Commodity 

By (reas 

By Companies. 

Further variations occur within the three 
headings named above, fetually, what we are en- 
deavouring to point out is: 

"That it would be an extremely difficult 
assignment to take fifty items from a food store 
Shelf - trace it back through each channel and 
establish the actual transportation charges 
applicable to those items and establish just 
what part Transportation represents expressed as 
a percentage of the spread." 

There are many reasons for making the 
above statement, not the least of which is that 
transportation costs are not, on many items and in 
many circumstances, ‘'Pure Transportation Rate Costs". 
Hach additional step added, over and above the straight 
line distributive channel, 'a full carload or truck- 
load ex factory direct to distribution centre', in- 
variably adds handling costs which become part of 
transportation. 

We have indicated that the invoices a 
wholesaler receives do not, in many cases, bill him 


with the goods on an ex factory basis with trans- 


portation for the shipment being billed separately 
by the transportation company. Many manufacturers 


sell their goods F,0.B. the wholesalers' plant, On 
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some commodities the F,O.B, Wholesale plant cost 
varies by geographical location and the manufacturer's 
price set by zones across the nation. Zone pricing 
incorporates some of the features of Freight 
£qualization. 

Reference is made above to transporta- 
tion and/or handling charges varying greatly accord- 
ing to the channels through which product is re- 
quired to move, Perhaps frozen food is a good ex- 
ample of how costs can be added or Saved according 
to the methods used. 

Starting Point: 

A frozen food processing plant located 

in South Western Ontario. 

Product - Vegetables grown in the same 


aie Os, 


Goods Sold through Channel No. 1: 
| Goods F.0.B. Plant one (1) 
| dozen to case weight 20 lb. $2.00 doz. 


Add Freight to Public Stor- 
ane 2 Toronto 20. laa. @ 


.95¢ cwt. 19 
fdd Handling In and Out 20 
lbs. @ .40¢ ewt. ~ OS 


‘dd One Month Storage 20 
| lbs. @ .25¢ cwt. 05 


Add Cost of Pick-up from Stor- 
age by Frozen Food Distribu- 
tor 20 lbs.@ .12¢ cwt. a. 


Add Distributors! Charge for 
Warehousing, Distributing, In- 
voicing & Collections,etc. ag RS 


Minimum Charge .10¢ per doz. 
(some go up to .15¢) 


= TOTAL COST F,O.B. STORE - $2.44 
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Goods Sold through Channel No. 2: 
Goods F.0.B, Plant 
Deduct: Regulat ex Factory dis- 
count for full truck load - one 
order - one customer - 7 1/2¢ 


doz, 


Deduct: Pick-up by the customer 


entitling customer to the Freight 


Allowance 20 lbs.@ .95¢ ewt. 
COST EX FACTORY - 


Add: Customer's arbitrary 
Freight Charges 20 lbs.@ .50¢ 
cwt. 


(Empty Refrigerated Truck hav- 
ing delivered orders to stores 
in the area. ) 


Add: Distribution Charge which 
includes handling in and out, 


order assembly, plant labour,all 


building overhead, all trucking 
overhead delivered to stores. 


Five Percent (5%) upcharge on 
B.O.8: Plant cost 254 of 1.83 


1/2 - 


TOTAL DELIVERED COST: 


Channel No. 1 - F.0.B. store cost 
Channel No. 2 - F,0O.B. store cost 


DIFFERENCE - 


Au 


$2.00 doz. 


~075 


.19 
$1.735 


Pe 


. 092 
$1.927 
$2.44 doz. 


$1.927 " 


$ 5 5 Ww 


In cases where the 7 1/2¢ per dozen ex 


be minimized. 


factory discount was not applicable or where the 


freight haul was less, obviously the difference would 
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ANGUS, STONEHOUSE & COsETD: 

Eliminating: 
Factory Discount of 7 1/2¢ per doz, .075 
Freight :llowance @ .95¢ ewt, .19 

6205 
The direct routing, 'Teetory To diae 
tributors!' plant! results in a Sav- 
ing. of: .248¢ doz. 


There are many more avenues through which 
by study and planning between all parties concerned - 
producer - processor - distributor - great savings can 
be Orought about. 

Have Freight or Transportation costs 
advanced? 

The answer is - YES, 

The following authentic examples perhaps 
may be helpful. 

No, 1. - Eggs: 
Originating within a 100 mile radius of Toronto - 
1950 cost .30¢ per case (30 doz. ) 
1958 cost .60¢ per case 
Increase .30¢ per case - .1¢ per doz. or 100% 
NO, © - P.e.1, Potatoes: 
Shipped to Toronto - 
1947 rate .39¢ cwt. 
1958 rate .61¢ cwt. 


Increase .22¢ cwt. - .2¢ per 10 lb.bag or 56%. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


No. 3 - B.C. Apples: 


| Shipped to Toronto - 
1947 rate 1.50 ewt. 
1958 rate 2.00 cwt. 
Increase .56¢ cwt. - 1/2¢ lb. or 37% 


No. 4 - Canned Goods: 
exorenticton, B.C, to Toronts — 
1947 rate 1.40 ecwt. 
1958 rate 2.21 cwt. 
Increase .81¢ cwt. - 58% 
No. 5 - Canned Goods: 
bkeou. Remi, P.@. to Toronto - 
1947 rate .41¢ ewt. 
1958 rate .58¢ cwt. 
Increase .17¢ cwt. or 42% 
No, 6 - Frozen Fish: 
Ex McIntyre Lake, Nova Scotia to Toronto - 
1947 rate .62¢ cwt. 
1958 rate 1.27 cwt. 
Increase .65¢ per cwt. or 105% 
No. 7 - Refrigeration Service on Railraods: 
1947 rate for ice $4.00 per ton 
1958 rate for ice $8.00 per ton 


Increase $4.00 per ton or 100% 


The thoughts expressed in this paper, 
the examples cited and figures quoted are not pre- 
sented as a criticism of the organizations involved 


nor of the rates, methods or practices. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


We feel they serve to indicate the 
great variance which can and does occur in the 
"Cost Increase" or widening of the spread due to 
Trans-portation or Freight. 

We further feel they show very graphically: 

(a) The increase in cost of transportation. 

(o) The fact that transportation costs in total 
per item or commodity are not readily dis- 
eernable due to many factors. 

(ec) How Transportation costs can be lowered 
through "planned procedure" and through 
study and co-operation between all segments 


of the food industry. 
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